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The Acting Chairman. What were your duties as purchasing ag'ent 
of the Panama Railway Company ? 

Mr. Anderson. To purchase all material required at the Isthmus 
and in New York and for the Panama Railroad Steamship Line, their 
fleet of steamers. 

The Acting Chairman. Under whose supervision or direction did 
you conduct that business? 

Mr. Anderson. That of the general manaeer. 

The Acting Chairman. Reporting to himi 

Mr. Anderson. To the general manager; yes, sir. 

Senator Morgan. Who was he? 

Mr. Anderson. Charles Paine was general manager for a while, and 
afterwards Mr. Drake was general manager. 

The Acting Chairman. When you became connected with the Canal 
Commission in the capacity you have mentioned, in what respect, if 
any, did your duties diflFer? 

Mr. Anderson. The duties of the assistant purchasing agent of the 
Canal Commission are largely in the way of forwarding material. 1 
devote more time to that than I do to the purchase of material. 

The Acting Chairman. You have conducted purchases for the Canal 
Commission? 

Mr. Anderson. Yes, sir. 

The Acting Chairman. Under whose direction are you working 
with the Canal Commission ? 

Mr. Anderson. Under the general purchasing officer. 

The Acting Chairman. Mr. Ross? 

Mr. Anderson. Mr. Ross; yes, sir. 

The Acting Chairman Reporting to him? 

Mr. Anderson. Reporting to Mr. Ross. 

The Acting Chairman. Do you report to the general manager of 
the Panama Railway Company in what you do for the Canal Commis- 
sion? 

Mr. Anderson. No, sir. 

The Acting Chairman. In what manner are your records kept to 
determine for which company you do work? 

Mr. Anderson. The records are entirely separate, you know. We 
have separate requisitions and separate systems of filing. The records 
of the two concerns are absolutely distinct. 

The Acting Chairman. Have you, since you have been serving in 
the dual capacity you have mentioned, made any purchases for the 
Canal Commission through the railway company ? 

Mr. Anderson. No, sir; not that I know of. 

The Acting Chairman. State just what j^our duties are as purchas- 
ing agent of the railway company and as assistant purchasing agent of 
the Canal Commission, and the procedure you take in order to perform 
your duties. 

Mr. Anderson. In regard to the purchasing for the Panama Rail- 
road Company, the supplies required at the Isthmus come up on what 
is called Isthmian requisitions. They are subdivided into three dif- 
ferent kinds. There is one requisition that is prepared by the com- 
missary down there calling for commissary stores of various kinds. 
There is a separate requisition which is prepared by the storekeeper 
calling for what we term material stores — that is, all stores other tnan 
those required by the commissary department — and there is another 
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requisition that comes up for stationery. Those three requisitions are 
the ones we receive from the Isthmus. 

In addition to that, there are requisitions made upon me for the 
requirements of the New York and pier offices — stationery and various 
office fixtures. Then we have a requisition which we fill every week 
for the various stores required by the steamers of the Panama Railroad 
Steamship Line. Those are all the requisitions that are filled by me 
for the Panama Railroad Company. 

The Acting Chairman. Who sends the requisitions from the 
Isthmus? 

Mr. Anderson. The commissary requisitions are sent to me by Mr. 
Burnett, the manager of the commissary department. The material 
stores requisitions are sent to me by the superintendent. 

Senator Morgan. The superintendent of what? 

Mr. Anderson. Of the railroad company. 

Senator Morgan. Who is he? 

Mr. Anderson. Mr. Bierd; and all those requisitions are approved 
by Mr. Stevens, the vice-president and general manager of the Panama 
Railroad Company. 

The Acting Chairman. Prior to the time Mr. Stevens took charge, 
who approved these requisitions? 

Mr. Anderson. Prior to that time there was no subdivision in the 
requisitions down there, as all the requirements were in charge of the 
commissary, and those requisitions were approved by the commissary 
and by the superintendent, Mr. Bierd. 

The Acting Chairman. Through whom do you receive requisitions 
for supplies for the Canal Commission ? 

Mr. Anderson. Mr. Ross. 

The Acting Chairman. Are they approved by anyone? 

Mr. Anderson. The requisitions are prepared at the Isthmus, and 
signed by the head of the department requiring the material, approved 
by the chief engineer, and transmittea to Mr. Ross, and he sends 
over to me such parts of those requisitions as he wants me to fill in 
New York. 

The Acting Chairman. Did you furnish the new ships that were 
purchased last year? 

Mr. Anderson. No; I had nothing to do with that transaction. 

The Acting Chairman. Who had that matter in charge? 

Mr. Anderson. I do not know, but I think it was Mr. Drake. 

Senator Morgan. You say that when Mr. Ross sent you requisitions 
he would send you parts of requisitions? 

Mr. Anderson. Yes; he would notify me to the effect that the fol- 
lowing material was called for under a certain number (as we call it). 
Canal Zone requisition, and direct that I make purchase of that 
material. 

Senator Morgan. After you made the purchase, to whom did you 
report it? 

Mr. Anderson. I would report to Mr. Ross; at the same lime of 
course communicating with the general storekeeper at the Isthmus of 
the Isthmian Canal Commissi(3n, advising him what I had done, and 
sending him the necessary invoices, etc., so as to enable him to identify 
and accept delivery of the material upon its arrival at the Isthmus. 

Senator Morgan. When your purchases were made, to whom were 
they submitted? I mean those made for the Canal Commission. 
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Mr. Anderson. I sent to Mr. Ross a complete record of all trans- 
actions. 

Senator Morgan. Were an^'^ of them ever rejected? 

Mr. Anderson. No, sir. 

Senator Morgan. As a matter of course, if you made a purchase 
under a requisition that he sent you, and you sent the account to him, 
he would approve it? 

Mr. Anderson. Yes, sir. 

Senator Morgan. To what extent have you made purchases since 
Ross went into office? 

Mr. Anderson. They have not been considerable. They do not 
amount to much. Senator. 

Senator Morgan. Have you the record of it? 

Mr. Anderson. I have not a record of the total cost of it; no, sir. 

Senator Morgan. What kind of materials do you buy on Rosses 
requisitions from the Isthmus? 

Mr. Anderson. It would be hard to classify it. It is almost 
everything, you know — various kinds of material. 

Senator Morgan. In large amounts? 

Mr. Anderson. No, sir; the amounts are not large. 

Senator Morgan. Let us have about the largest amounts, some of 
the largest amounts that you have purchased. 

Mr. Anderson. The requisitions sent me by Mr. Ross for account 
of the Isthmian Canal Commission, I do not think, in any instance, 
exceeded $1,500. 

Senator Morgan. What were they? What was the character of the 
material that you purchased? 

Mr. Anderson. Oh, it would be stationery and drawing material, 
miscellaneous light hardware, small supplies for the sanitary depart- 
ment down there, and things of that kind. 

Senator Taliaferro. Do they buy their stationery in New York? 

Mr. Anderson. For the Isthmian Canal Commission ? 

Senator Taliaferro. Yes. 

Mr. Anderson. Occasionallv; small lots that are urgently required. 
It is only requisitions of that kind that are transmitted to me in New 
York. Requisitions received from the Isthmus calling for a consider- 
able quantity of material, permitting wide advertisement, are always 
filled by the Washington office. 

Senator Taliaferro. Are your purchases advertised ? 

Mr. Anderson. Yes, sir. 

Senator Taliaferro. Always? 

Mr. Anderson. Always. 

Senator Taliaferro. For what length of time ? 

Mr. Anderson. In the purchase of small amounts, we would only 
advertise in this way — by posting on the bulletin board, and by request- 
ing competitive bids from concerns that we know are competent to bid 
upon that class of material. 

Senator Taliaferro. The bulletin board in your office? 

Mr. Anderson. In the hall; yes, sir. 

Senator Morgan. Have you alwaj^s made j^our purchases from per- 
sons who made biddings under those advertisements? 

Mr. Anderson. Yes, sir. 

Senator Morgan. None outside? Did they make regular biddings? 

Mr. Anderson. We try to get as many bids as we possibl}'^ can. 
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Senator Morgan. Are the bida formal? Are they written out? 

Mr. Andebson. Oh, by all means; yes, sir. We have a regular 
circular prepared, you know. 

Senator Morgan. Have you made any purchases except those on 
which you received formal written biddings? 

Mr, Anderson. Not that I know of; no, sir. 

Senator Taliafekeo. You would know if you had made any pur- 
chases without that? 

Mr. Anderson. Yes; I would know that. 

Senator Taliaferro. Then why do you answer "not that I know 



2974 INVESTIGATION OP PAN\MA CANAL MATTERS. 

Mr. Anderson. Sometimes we made inspection of the material 
ourselves. 

Senator Morgan. You and who else ? 

Mr. Anderson. We have a warehouse in New York which i^as 
created for the purpose of inspection of material, and we have a ware- 
houseman up tnere who sometimes makes inspections for account of 
my office. 

Senator Morgan. Is he an officer of the railroad? 

Mr. Anderson. Jointly with the Isthmian Canal Commission. 

Senator Morgan. He inspects for the railroad purchases? 

Mr. Anderson. And for the Isthmian Canal Commission, both, 
occasionally. 

Senator Morgan. Who authorizes him to inspect for the Canal Com- 
mission ? 

Mr. Anderson. Mr. Ross. 

Senator Morgan. By a special order? 

Mr. Anderson. That was the general understanding. 

Senator Morgan. The general understanding? 

Mr. Anderson. That was under the general instructions to myself. 

Senator Morgan. You really made the appointment? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Do you suppose Mr. Ross knows the name of that 
man? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Do you suppose that the governor of the Zone 
knows it? 

Mr. Anderson. The name of the warehouseman? 

Senator Morgan. Yes. 

Mr. Anderson. I do not think he does. 

Senator Morgan. It was business that was left pretty much in 
charge of the officials, or so-called officials, of the railroad company 
and of the Panama Canal Commission, acting together and cooperating; 
it was left in charge of the management in New York? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Now, the controlling management in this affair 
was the railroad company, was it not? 

Mr. Anderson. In what respect? 

Senator Morgan. In regard to the purchases and the inspection and 
the shipment and everything about it. 

Mr. Anderson. No, sir; it is the Isthmian Canal Commission. 

Senator Morgan. Nominally, yes; but I am talking about actually. 

Mr. Anderson. No, sir; the Isthmian Canal Commission. 

Senator Morgan. Does not Mr. Drake superintend all these things? 

Mr. Anderson. No, sir. I am under the direct instructions of Mr. 
Ross. 

Senator. Morgan. I know about your instructions, but I want to 
know what you did under them. 

Mr. Anderson. I act entirely under the instructions of Mr. Ross. 

Senator Morgan. And you acted independently of Drake? 

Mr. Anderson. I occasionally consult with Mr. Drake about the 
larger matters. 

Senator Morgan. Relating to Isthmian purchases? 

Mr. Anderson. Not so much about that, except in the larger class 
of material. 
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Senator Moroan. I am speaking about the larger ones. 

Mr. Audbrson. Yes, sir. 

Senator Morgan. You conferred with Mr. Drake about it? 

Ml'. Anderson. Yes, sir; but I only take instructions, you know, 
from Mr, lloss. 

Senator Morgan. But jou took advice from Mr. Drake? 

Mr. Anderson. Yes, sir. 

Senator Morgan, Did Mr. Ross instruct you in those cases what to 
do? 

Mr. Anderson. Yes. sir. 
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Mr. Anderson. That is in the bid; yes, sir. 

Senator Morgan. Very good. 

Mr. Anderson. If we require material very urgently, and one man 
can make delivery in a week and another man in a month, it is some- 
times economy to accept the bid that is based on the quickest delivery. 

Senator Morgan. But the time of delivery is put in every specifi- 
cation ? 

Mr. Anderson. Exactly. We always ask to have them state the 
earliest possible date of delivery. 

Senator Morgan. As early as possible? 

Mr. Anderson. Yes, sir. 

Senator Morgan. You do not require delivery at a certain time? 

Mr. Anderson. Not at a specific date; no, sir. 

Senator Morgan. Is that the only reason for changing from the 
lower to the higher bid? 

Mr. Anderson. Yes, sir. 

Senator Morgan. That is the only one? 

Mr. Anderson. Yes, sir; unless we have reason to suppose that the 
material will not be in accordance with the specifications. 

Senator Morgan. Unless you have reason to suppose that? 

Mr. Anderson. Yes, sir; or if for any reason we will not be able 
to inspect the material, and the concern is not responsible, it is possi- 
ble that we may, in a case of that kind, reject the lowest bidder. 

Senator Morgan. Such things have occurred? 

Mr. Afderson. I dare say tney have. 

Senator Morgan. Do you not know it? 

Mr. Anderson. I think they have in one or two instances. 

Senator Morgan. What instances? 

Mr. Anderson. 1 do not remember; but those things have occurred 
years ago, you know, and I have forgotten what they were. 

Senator Morgan. After you get the requisition you go out and make 
the purchase? 

mv, Anderson. Yes, sir. 

Senator Morgan. You do not see the goods before you purchase 
them? 

Mr. Anderson. No, sir. 

Senator Morgan. Then you have the goods inspected? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And then they are shipped ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. By whom ? 

Mr. Anderson. By^ me. 

Senator Morgan. They are delivered to you in New York? 

Mr. Anderson. They are either delivered to the warehouse or they 
are delivered direct to the pier. 

Senator Morgan. They are really delivered to you? 

Mr. Anderson. Exactly. 

Senator Morgan. You become the actual legal custodian of them 
after they are delivered? 

Mr. Anderson. Yes, sir. 

Senator Morgan. They are either delivered free on board the ship 
or they are delivered at the wharf or at the warehouse? 

Mr. Anderson. At the warehouse. 

Senator Morgan. And you have the entire charge of them? 
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Mr. Anderson. Yes, sir. 

Senator Morgan. Do these inspectors that look over the goods 
which you have bought make a report to you? 

Mr. Anderson. Yes, sir. 

Senator Morgan. In writing? 

Mr. Anderson. Yes, sir. 

Senator Morgan. You have those reports? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Do you always follow their reports in buying? 

Mr. Anderson. Yes, sir. 

Senator Morgan. You take no goods except such as have been 
inspected by them and reported upon by them ? 

Mr. Anderson. We do with the Panama Railroad Steamship line. 
The material for the steamship line is not inspected by the inspecting 
engineer. 

Senator Morgan. Who inspects for that concern? 

Mr. Anderson. We have a man on the dock who makes inspection 
of that material. 

Senator Morgan. And who appoints him? 

Mr. Anderson. He is appointed by the secretary. 

Senator Morgan. What secretary? 

Mr. Anderson. Mr. Drake. 

Senator Morgan. Do you call Mr. Drake the secretary? 

Mr. Anderson. Well, the secretary's office — yes, sir. We call his 
office the secretary's office. 

Senator Morgan. I thought he was assistant to the president. 

Mr. Anderson. He is also secretary. 

Senator Morgan. And what else? 

Mr. Anderson. And treasurer. 

Senator Morgan. And what else? 

Mr. Anderson. That is all. 

Senator Morgan. He is really the general manager, the superin- 
tendent, and the factotum of the whole business there, is he not? 

Mr. Anderson. He has charge there in the absence of the presi- 
dent; yes, sir. 

Senator Morgan. He is the real man in actual authorit}^ there? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And he controls both sides — the isthmian side of 
it and the railroad side of the purchases? 

Mr. Andeiison. No, sir; he does not. 

Senator Morgan. He does not? 

Mr. Anderson. No, sir; he does not. He has nothing to do with 
me in so far as the Isthmian Canal Commission is concerned. 

Senator Morgan. Except to give advice? 

Mr. Anderson. I do not ask him for advice about the Isthmian 
Canal Commission. 

Senator Morgan. I misunderstood you, then. 

Mr. Anderson. About the Panama Railroad, 1 meant. Senator. 

Senator Morgan. He never gave you advice about purchases for 
the Isthmian Canal Commission ? 

Mr. Anderson. No, sir; he knows nothing about it. 

Senator Morgan. Who supervises you in regard to those purchases? 

Mr. Anderson. Mr. Ross, at Washington. 

Senator Morgan. Mr. Ross lives here, and vou live in New York? 
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Mr. Anderson. Yes, sir. 

Senator Morgan. It is not much of a supervision, is it? 

Mr. Anderson. Well, I have complete charge of the New York 
office. 

Senator Morgan. And you have not any supervisor residing there? 

Mr. Anderson. No, sir. 

Senator Morgan. In regard to the Isthmian Canal purchases? 

Mr. Anderson. I have not. 

Senator Morgan. Can you furnish this committee with a tabular 
statement of the purchases that you have made since the railroad was 
turned over to the Government, on behalf of the canal, or since you 
were appointed? I will state it that way — since you were appointed 
as purchasinor agent for the Canal Conunission. Can you furnish this 
committee with a tabulated statement of the purchases you have made, 
the persons from whom you made tbem, the prices you paid, the dates 
of purchase, and the dates of delivery? 

Mr. Anderson. I could do that. It would be a rather large iob. 

Senator Morgan. Well, nothing ought to be too large, you know, 
for an establishment as big as that. 

Mr. Anderson. It is a pretty big job, but I can get it out for you, 
if you so direct. 

Senator Morgan. I would like very much to see it. 

Mr. Anderson. All right, sir. 

(By request of Senator Morgan the stenographer read the following 
from his question as above set forth.) 

"Can vou furnish this committee with a tabulated statement of the 
purchases you have made, the persons from whom you made them, 
the prices you paid, the dates of purchase, and the dates of deliverer ? " 

Mr. Anderson. From the time that I was appointed purchasing 
agent of the Isthmian Canal Commission ? 

Senator Morgan. Yes. 

Mr. Anderson. To date? 

Senator Morgan. Yes; I suppose you did not know anything about 
it before that time? 

Mr. Anderson. No, sir. Perhaps I had better explain that to you. 

Senator Morgan. Yes. 

Mr. Anderson. I was connected with the Isthmian Canal Commis- 
sion, in a way, prior to the time that I was appointed assistant pur- 
chasing agent. 

Senator Morgan. What way was that? 

Mr. Anderson. About two years ago, I think it was, during the 
administration of the first commission. They did not have a purchas- 
ing department and they availed of my services as purchasing agent 
of the Panama Railroad Company to make purchases for account of 
the Isthmian Canal Commission, which I did in my capacity of pur- 
chasing agent of the Panama Railroad Company. 

Senator Morgan. About how long did you serve them in that 
capacity ? 

Mr. Anderson. About four or five months. 

Senator Morgan. I would like to get the same table from you in 
regard to that term of service. 

Mr. Anderson. I did prepare data of that kind for the House com- 
mittee here about a year ago, and my testimony at that time covers 
all of that. Senator. 
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Senator Morgan. Will that bring it up to date? 

Mr. Anderson. Yes, sir. 

Senator Morgan. We have not that statement, so we will have to 
ask you to prepare another one, or make a replica of that one. 

The Acting Chairman. Perhaps Mr. Anderson can incorporate in 
his report of what happened since he was formally attached to the 
Canal Commission the statement that he made before the House com- 
mittee. Would that answer your purpose, Senator Morgan? 

Senator Morgan. 1 can not tell much about whether it would or 
not without seeing it. I have not seen it. 

The Acting Chairman. When did you testify before the House 
committee? 

Mr. Anderson. About a year ago. 

The Acting Chairman. In connection with the examination into the 
affairs of the railway company ? 

Mr. Anderson. Yes, sir; yes, sir. T explained at that time what 
the purchases were, what they amounted to, and how they were made. 
I went into the matter quite fully. 

The Acting Chairman. That was a year ago last winter, was it not? 

Mr. Anderson. Yes, sir. 

Senator Morgan. By whom were you appointed purchasing agent 
for the Isthmian Canal Commission ? 

Mr. Anderson. By Major Gallagher, who was then purchasing 
agent. 

Senator Morgan. He was living here; he had his office here? 

Mr. Anderson. Yes, sir; I was going to explain — pardon me. I 
said I was with them for four or five months, which is true. At the 
expiration of that time they relieved me from the purchase of material 
for the Isthmian Canal Commission, and it was done through the 
Washington office here until such time as Major Gallagher was 
appointed. But in the interim they felt it necessary to have somebody 
in New York duly authorized to certify to the receipt of material, 
which was necessary preliminary to the payment of the voucher; and 
for that reason they appointed me as shipping agent of the Isthmian 
Canal Commission, and I occupied that position until the time I was 
appointed assistant purchasing agent at New York. My duties as 
shipping agent were to forward all materials bought f. o. b. New 
York, certify to its receipt, send the necessary invoices to the Isthmus, 
and keep the Isthmus advised of what was going forward. I still do 
that, of course, in my present capacity. 

Senator Taliaferro. Did I understand you to say that you made 
these purchases on bids? 

Mr. Anderson. Yes, sir. 

Senator Taliaferro. Do you generally receive more than one bid? 

Mr. Anderson. I do not think we have made more than one or two 
purchases on one bid. 

Senator Taliaferro. What do you do with the bids? 

Mr. Anderson. We send them to Mr. Ross. 

Senator Taliaferro. They are preserved? 

Mr. Anderson. Yes, sir. 

Senator Taliaferro. When you received a requisition from Mr. 
Ross from the Isthmus were you not informed when the goods were 
required? 



2980 INVESTIGATION OF PANAMA CANAL MATTERS. 

Mr. Anderson. I was directed to make purchase and ship as early 
as possible; no specific date was given. 

Senator Taliaferro. And in asking for bids 3'ou followed that 
suggestion ? 

Mr. Anderson. Yes, sir. 

Senator Taliaferro. You followed that idea? 

Mr. Anderson. Yes, sir. 

Senator Taliaferro. So that the question of promptness of delivery 
entered frequently into your conclusions as to which bid 3'ou should 
accept, without regard to whether it were the higher or the low^er 
bid? 

Mr. Anderson. Yes, sir. 

Senator Taliaferro. Have your purchases for the railroad com- 
pany been extensive? 

Mr. Anderson. I have a memorandum showing what they were for 
the last 3"ear — for the j^ear 1905. It is the only copy I have, Senator. 

Senator Taliaferro. You can read it, Mr. Anderson. 

Mr. Anderson. This covers purchases made last year. 

Senator Morgan. Between wnat dates? 

Mr. Anderson. Between Januarj^ 1 and December 31. 

Senator Morgan. That is the fiscal year for the railroad company ? 

Mr. Anderson. Yes, sir; but I want to remark that I was not pur- 
chasing agent for the Panama Railroad for a part of that period. 
When I was appointed purchasing agent for the Isthmian Canal Com- 
mission I resigned my position as purchasing agent for the railroad 
company, at the request of Major Gallagher, my superior. But when 
Mr. Ross was appointed to succeed Major Gallagher he consolidated 
the two offices, and a large part of these purchases (nearlj'^ all the 
heavier items) were purchasea during the time I was acting for the 
Commission solely. This heavy equipment, you know, was purchased 
by the then purchasing agent, not myself. 

Senator Morgan. These purchases are for which establishment? 

Mr. Anderson. For the Panama Railroad. 

Senator Morgan. Please read that statement. 

(Mr. Anderson thereupon read aloud the following statement:) 

Material shipped to Isthmus^ 1905. 

MATERIAL KlOHES. 

Locomotives $148, 200. 00 

Cargo launches v52, 495. 00 

Coal 186,657.33 

Freight on coal 87, 890. 40 

Lumber, etc 69,222.15 

Freight on lumber 28, 569. 24 

Rails, frogs, etc 83,069.28 

Freight charges, New York to Colon 42,785.73 

Bar iron 39,409.90 

Pipe, etc -- 12,274.26 

Oil and lubricants 18,932.29 

Bolts and nuts 6, 350. 73 

Nails and spikes 12,947.18 

Cement, etc 5,592.30 

Rope and twine 23,277.90 

Rubber goods '. 10,259.83 

Shovels, etc 972.96 

Paints, leads, etc 33,110.20 

Forage 1,625.96 
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Stoves $3,388.66 

Glass 1.571.25 

Miacellaneoue 22, 514. 22 

Plumbing material 2, 467. 64 

Lamps, etc 8, 289. 41 

Stationery, office fistures, etc 30, 745. 15 

Miacellaneous light hardware 49,315.46 

Electrical matenal 46, 580. 49 

Wagons 1,552.43 

Alcohol 2,836.30 

Equipment supplies 3,919.53 
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Senator Morgan. Just make a memorandum of it, then. Will yon 
make a statement just like that? 

Mr. Anderson. Similar to that? 

Senator Morgan. Yes. 

Mr. Anderson. Covering that same period? 

Senator Morgan. Yes; covering this same period, which is for the 
year 1905. 

Mr. Anderson. Yes, sir. 

Senator Morgan. Beginning in January and ending on December 31. 

Mr. Anderson. I could not give that statement l^ginning in Janu- 
ary, Senator, because 1 was not appointed until l9ome time in February. 

Senator Morgan. From the time you were appointed, then. 

Mr. Anderson. Yes, sir. 

Senator Morgan. That means after the offices were consolidated? 

Mr. Anderson. After they were consolidated? 

Senator Morgan. Yes. 

Mr. Anderson. They were not consolidated until about June. 

Senator Morgan. On. But you were acting from February under 
an appointment from somebDd}^ for the Isthmian Canal Commission ? 

Mr. Anderson. No, sir. 

Senator Morgan. As purchasing agent? 

Mr. Anderson. Oh, yes; but from February until June I was not 
acting for the Panama Railroad. 

Senator Morgan. But you were acting for the Canal Commission? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Now, I want that statement to cover the whole of 
this period of time. 

Mr. Anderson. All right, sir. 

Senator Morgan. Including all your purchases for the Panama 
Canal — I will call it the Isthmian Canal Commission. 

I want to go through some of these items and ask you something 
about them. First, I will get 3^^011 to state what vou do in regard to 
making a purchase. First, you get a requisition i 

Mr. Anderson. Yes, sir. 

Senator Morgan. On this schedule here, from the railroad com- 
pany ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Who makes that requisition? 

Mr. Anderson. The requisition is prepared by the general store- 
keeper and approved by the superintendent or the general manager. 

Senator Taliaferro. On the Isthmus? 

Mr. Anderson. On the Isthmus; yes, sir. 

Senator Morgan. Does not this include purchases you made for the 
railroad company in New York, too? 

Mr. Anderson. No, sir. 

Senator Morgan. These are Isthmian supplies entirely? 

Mr. Anderson. Those are Isthmian supplies; yes, sir. 

Senator Morgan. Then, in addition to tnat, you have another list 
for the New York supplies? 

Mr. Anderson. I did not prepare that list, because the only supplies 
we purchase in New York are for the offices and for the steamship 
line, for the fleet of steamers. 

Senator Morgan. They are all made in New York ? 

Mr. Anderson. They are made in New York. 
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Senator Morgan. So that you have two departments that make 
requisitions; one is on the Isthmus and one is in New York! 

Mr. Anderson. One is in New York. 

Senator Morgan. But the requisitions that are made on account of 
the railroad company, ordered from the Isthmus, pass through the 
office at New York? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And they are sent to you? 

Mr. Anderson. They are sent to Mr. Boss, and Mr. Ross sends 
them to me. 
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Mr. Anderson. It depends upon what it is. Thei« is some com- 
missary material there, Senator, and also some material stores. 

Senator Morgan. So that the requisitions came from two sources i 

Mr. Anderson. Yes, sir. 

Senator Morgan. On this list? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And they both passed through the hands of Mr. 
Ross? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Because they had originated in the Isthmus? 

Mr. Anderson. Yes, sir. 

Senator Morgan. That was the reason for it ? 

Mr. Anderson. Why, no; he is the general purchasing officer, and 
they were sent to him of course. 

^nator Morgan. I say, but he does not purchase anything for the 
railroad company in New York? 

Mr. Anderson. Not in New York, but he directs about the larger 
items. On some of the requisitions received from the Isthmus there 
will be items on which Mr. Ross requests that I send him a record of 
all transactions had about the bids and everything of that kind. I pass 
to him all documents for final action on some of the items called for in 
the requisitions. 

Senator Morgan. 1 am speaking about this particular table. I want 
to confine myself to this, because if we get outside of it we are in a 
maze that we will never escape from. So far as I am concerned, I 
have not the intelligence to do it. 

Mr. Anderson. I will try to confine myself to that, if I can. 

Senator Morgan. These particular requisitions were sent to Mr. 
Ross. He approved the requisitions and sent them to you? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And you made the purchases? 

Mr. Anderson. Yes, sir. 

Senator Morgan. When you got them what did you next do — after 
you got the requisitions? 

Mr. Anderson. We would prepare an advertisement calling for 
proposals, and send out circular letters of inquiry to a list of concerns 
that we have on file in the office, asking for bids to be opened at a cer- 
tain time, and select the bid which we considered the most advanta- 
geous. 

Senator Morgan. To whom ? 

Mr. Anderson. The most advantageous. 

Senator Morgan. But to whom? 

Mr. Anderson. To the Panama Railroad Company. 

Senator Morgan. Those biddings were advertised in the news- 
papers? 

Mr. Anderson. In the newspapers. 

Senator Morgan. Sometimes not? 

Mr. Anderson. All those were, except the commissary stores. All 
the commissary stores were not advertised for. 

Senator Morgan. You had a house in New York that 3^ou purchased 
your commissary stores from? 

Mr. Anderson. Oh, many, many of them. 

Senator Morgan. Many of them. Why did you not advertise for 
commissary stores? 
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Mr. Anderson. We did, except for such items as were specifically 
called for. 

Senator Morgan. Then the biddings were sent in in accordance 
with the specifications and the advertisements? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Who drew the specifications ? 

Mr. Anderson. We drew the specifications in our office. 

Senator Morgan. In your office ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. So that when the requisitions were sent up they 
were not accompanied with the specifications? 

Mr. Anderson. Sometimes they were. Sometimes the specifica- 
tions were prepared at the Isthmus. 

Senator Morgan. But most usually in your office ? 

Mr. Anderson. If they were indefinite, they were prepared by the 
inspecting engineer. 

Senator Morgan. Prepared by the inspecting engineer? 

Mr. Anderson. When I say '' our office," I mean the inspecting 
engineer's office. 

Senator Morgan. Yes. 

Mr. Anderson. I mean the New York office, you know. Senator. 

Senator Morgan. Yes. He is a railroad officer? 

Mr. Anderson. And an Isthmian Canal Commission officer. 

Senator Morgan. Both ? 

Mr. Anderson. Yes^ sir. 

Senator Morgan. His office was consolidated, like the other? 

Mr. Anderson. Yes, sir. 

Senator Morgan. By the order of whom ? 

Mr. Anderson. Mr. Ross. 

Senator Morgan. Then, after opening the bids, what did you do? 

Mr. Anderson. I had my chief clerk prepare what we call an 
abstract of award — a resume showing the diflferent tenders received, 
the prices, and the time of deliver}'^, which was submitted to me, and 
I would determine where the order should be placed. 

Senator Morgan. You would select the party with whom the con- 
tract was to be made? 

Mr. Anderson. Yes, sir. 

Senator Morgan. What did you next do ? 

Mr. Anderson. I placed the order for the material. 

Senator Morgan. And it was accepted by the partv that had put in 
the bid? 

Mr. Anderson. Yes, sir. 

Senator Morgan. In writing? 

Mr. Anderson. Yes, sir. 

Senator Morgan. The price ascertained ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. The date of delivery ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And then it was shipped from New York to the 
Isthmus at whose expense? 

Mr. Anderson. It was bought f . o. b. New York generally, and it 
would be forwarded from New York by the Panama Kailroad Steam- 
ship Line. I would arrange for the forwarding of it. 
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Senator Morgan. Was it a part of the understanding in these bid- 
dings on this list here that the goods were to be shippeaby the steam- 
ship line ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. In all cases? 

Mr. Anderson. No, sir; except where we bought it at a price deliv- 
ered at the Isthmus. 

Senator Morgan. You had the option to do either? 

Mr. Anderson. The only material we bought c. i. f. the Isthmus 
was such as was shipped in cargo lots. Everything less than that we 
purchased f. o. b. New York, and forwarded by the Panama Railroad 
and Steamship Line. 

Senator Taliaferro. What do you mean by '' c. i. f .," Mr. Anderson ? 

Mr. Anderson. That is a term that is used, meaning, literally, 
^' cost, insurance, and freight," included in the price delivered at final 
destination. 

Senator Morgan. That is all you had to do with it? 

Mr. Anderson. Yes, sir. 

Senator Morgan. You made no personal inspection of the goods? 

Mr. Anderson. No, sir. 

Senator Morgan. And your action really was in getting out the 
biddings, the specifications of the requisitions, and m locating the 
purchaser? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And designating the purchaser? 

Mr. Anderson. Yes, sir. 

Senator Morgan. That is all you had to do with it? 

Mr. Anderson. Making purchases of the material. 

Senator Morgan. Of course, you made the purchase by accepting 
the proposition — the bid — of somebody ? 

Mr. Anderson. Exactly. 

Senator Morgan. That was done in writing? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Then you did not have to see the people at all that 
you made the purchases from ? 

Mr. Anderson. Oh, frequently we did, you know, so that there 
would be no possibility of misinterpreting specifications, and giving 
more specific information as to what was required. 

Senator Morgan. After you had made an acceptance of a bid, after 
advertisement, did you refer that to anybody for ratification ? 

Mr. Anderson. No, sir. 

Senator Morgan. That was all left to you? 

Mr. Anderson. Yes, sir; except that in the case of purchase of 
large (Quantities of material we prepare a regular form of contract; we 
enter into a regular contract, if tne material is going to be delivered 
over a lengthy period of time, say, like three months or sixty days, 
we have a regular contract prepared covering those commodities. 

Senator Morgan. When you have a regular contract prepared, to 
whom do you submit that contract? 

Mr. Anderson. To the general counsel of the company, and it is 
prepared by him. 

Senator Morgan. Who is he? 

Mr. Anderson. The firm of Sullivan & Cromwell. 

Senator Morgan. And they pass upon it? 
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Mr, Anderson. Yes, sir. 

Senator Morgan. They formulate the contract, and it is signed 
and 

Mr. Anderson. And executed. 

Senatxjr Moroan. Yes. There is one item here of " electrical mate- 
rial, $46,580.49." Have you an idea what that material was — the 
general character of iff 

Mr. Anderson. Yes, sir. There have been extensive improvements 
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warding of which was done by me for account of the Panama Rail- 
road — tne amount we had to pay for its transportation from New^ 
Orleans to the Isthmus. 

Senator Morgan. Do you remember what kind of lumber that was 
that this freight bill was for ? 

Mr. Anderson. It was either untreated yellow pine or creosoted 
pine; some cypress cross-ties and some creosoted switch ties and 
piling. 

Senator Morgan. The purchasing agent at New Orleans did the 
purchasing? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And the inspecting? 

Mr. Anderson. No; we have an inspector down there who inspects 
lumber and that class of material. 

Senator Taliaferro. How is he paid, Mr. Anderson ? 

Mr. Anderson. He is paid upon the amount of work he does — so 
much per thousand feet, board measurement, plus any traveling 
expenses incurred from his home to the mills. 

Senator Taliaferro. He is not regularly in the service of the 
Government? 

Mr. Anderson. He is our regular inspector, but we pay him on 
that basis. 

Senator Taliaferro. I suppose you pay him the usual price, the 
market price? 

Mr. Ai^DERSON. Thirty cents a thousand, I think it is; yes, sir. 

Senator Morgan. Do you know of anv reason, either economical 
or commercial, why you should order the purchase of this lumber 
through an agent in New Orleans without ever seeing it, or seeing the 
man, or anything about it? 

Mr. Anderson. That is quite customary, Senator. Lumber is pur- 
chased under standard specifications, with which all inspectors are 
familiar, and it is accepted only upon report of our inspectors. 

Senator Morgan. You have to Keep an oflSce in New Orleans; you 
have to keep an inspector there and you have to keep a purchasing 
agent there? 

Mr. Anderson. That purchasing agent is really the purchasing 
agent of the Isthmian Canal Commission. 

Senator Morgan. When I say "you," I mean the establishment 
down there. 
^ Mr. Anderson. Yes, sir. 

Senator Morgan. It is mixed up so that I can not separate one from 
the other in my mind at all. 

Mr. Anderson. It is very easy for rae to do it. 

Senator Morgan. You have to have those oflEicers down there? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And yet the specifications and requisitions come 
to you in New York, through Ross in Washington? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And then you pass upon them, and then you send 
them down to New Orleans? 

Mr. Anderson. The only thing I send to New Orleans for is for 
products that are tributary to that country — lumber and things of that 
kind and a few other things. 
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Senator Mobgan. I understand that. Why did you not reach over 
to the western coast and take it all in while you were at it? 

Mr. Andebson. They called for yellow pine, and 1 could not get 
yellow pine over there, sir. 

Senator Morgan. You could not get yellow pine? 

Mr. Andebson. Not on the other side. 

Senator Mobgan. Suppose you wanted to buy redwood or Oregon 
cedar? 

Mr. Andebson. I would probably send out to the purchasing agent 
at San Francisco. 

Senator Mobgan. That is what I want to get at. Your power was 
coextensive with the whole United States? 

Mr. Andebson. Yes, sir. 

Senator Mobgan. And beyond that, I notice you have been buying 
cement; was that from American companies or from foreign companies ? 

Mr. Andebson. Both. 

Senator Mobgan. Both ? 

Mr. Andebson. Yes, sir. 

Senator Mobgan. So that your power in your office at New York 
extended all over the world? 

Mr. Andebson. My instructions are to make purchases according to 
specifications, wherever I can do it the most advantageously. 

Senator Mobgan. Yes. You had a great deal of labor in connection 
with all of this, to find out the diflferent markets and the different 
places where you could get the best material and the most reliable 
producers? 

Mr. Andebson. Well, I have been doing it for a good many years, 
and am more or less familiar with it, you know. 

Senator Mobgan. Y es. So that Mr. Boss did not give any personal 
attention to this? 

Mr. Andebson. He examined the requisitions before they were sent 
to me. 

Senator Mobgan. That is all he did? 

Mr. Andebson. Yes, sir. I attended to the details. 

Senator Mobgan. He examined the requisitions sent up froni the 
Isthmus; he approved them ? 

Mr. Andebson. Yes, sir. 

Senator Mobgan. And sent them to you ? 

Mr. Andebson. Yes, sir. 

Senator Mobgan. And you had to do the work? 

Mr. Andebson. Well, I did my share of it. 

Senator Mobgan. Was anybody associated with you in that part of 
your duties? 

Mr. Andebson. How do you mean ? I had an office force up there. 

Senator Mobgan. Oh, yes; you have people under you, but 1 am 
talking about people associated with you in your duties. Did anybody 
divide any of your duties as purchasing agent in New York with you ? 

Mr. Andebson. No, sir; tney did not. 

Senator Mobgan. So you had the control of the whole situation all 
over the United States if you chose to exercise it? 

Mr. Andebson. Yes, sir. 

Senator Mobgan. We might very well, then, call you the chiefpur- 
chasing agent both of the railroad company and of tne Isthmian C&nal 
Commission in the United States? 
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Mr. Anderson. Oh, I do not see how you figure that out. 

Senator Morgan. 1 do not see bow you can figure anything else out 
of it. Your authority extends all over the world. 

Mr. Anderson. Or course the larger quantities of material reauired 
by the Isthmian Canal Commission are purchased by the general pur- 
chasing officer here in Washington. 

Senator Morgan. Youhave apurchasing officer here in Washington ? 

Mr. Anderson. The Isthmian Canal Commission has; certainly. 

Senator Morgan. You mean Mr. Ross? 

Mr. Anderson. Mr. Ross. 

Senator Morgan. Why is it necessary for Mr. Ross, if he is pur- 
chasing agent in Washington (and his duty is probably a little broader 
than yours, because he gets a bigger salary and has bigger power) to 
send orders to you in New York to purchase lumber at New Orleans? 

Mr. Anderson. I will tell you. The system of forwarding material 
to the Isthmus and of charging the cost of it to the proper department 
down there is rather complex, in that there are a wnole lot of correc- 
tions and supplemental documents required for use with our auditing 
department, and it would not do to have that work duplicated at 
Washington or at New Orleans. It is necessary, in order to have the 
matter straightened out, to have that done by one officer. It would 
not do to have a duplicate set of books or a duplicate set of accounts 
in Washington or New Orleans for the Panama Railroad work. Sena- 
tor. That was always done by myself. 

Senator Morgan. I am talking about the canal work now. 

Mr. Anderson. About the canal work? Oh, I thought you meant 
the Panama Railroad. 

Senator Morgan. No; I am trying to keep them apart. It is very 
difficult to do, because they are so closely intermarried that I do not 
see how any separation, even from bed and board, can be gotten up 
between them at all. I am trying to keep up a separation between the 
railroad and the canal, and you have said that all of this list was for 
the canal. 

Mr. Anderson. All of that list is for the Panama Railroad. 

Senator Morgan. The Panama Railroad, I mean. 

Mr. Anderson. Yes, sir. 

Senator Morgan. On the Isthmus? 

Mr. Anderson. On the Isthmus. 

Senator Morgan. And not in New York? 

Mr. Anderson. And not in New York. 

Senator Morgan. That is what I meant to say. You have a similar 
list, or can make us a similar list, for the purchases that were made 
for the Canal Commission covering the same period of time? 

Mr. Anderson. Yes, sir; I have a memorandum here to prepare 
that for the Senator. 

Senator Morgan. You have a memorandum here that you can pre- 
pare it ? 

Mr. Anderson. I will have it prepared for you. 

Senator Morgan. Very good, i ou see, there is the difficulty of 
getting along without papers. Then, if there is so much danger of 
duplication of orders 

Mr. Anderson. Pardon me, Senator, there is no danger of dupli- 
cation of orders. 
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Senator Morgan. I thought you said there was just now ! 

Mp. Anderson. I did not mean that. 

Senator Morgan. For purchases? The stenographer had better 
read back and let us get the record straight about that. I misunder- 
stood you, if you did not say so. 

(The stenographer read from the preceding testimony of the wit- 
ness, as follows:) 

" It is necessary, in order to have the matter straightened out, to 
have that done by one officer. It would not do to have a duplicate 
set of books or a duplicate set of accounts in Washington or New 
Orleans for the Panama Railroad work, Senator. That was always 
done by myself." 

Senator Morgan. That is what I meant. 

Mr. Anderson. We have a very lar^e correspondence with the 
Isthmus, you know, in regard to the various items called for, and in 
order to know " where we are at " that has to be centralized. 

Senator Morgan. I want to get at this point: I want to know why 
it is necessary to have this business transacted in New York instead 
of Washington. 

Mr. Anderson. You mean the Isthmian Canal Commission busi- 
ness? ' 

Senator Morgan. Yes ; whether for the railroad or for the canal. 

Mr. Anderson. Well, I think New York offers the best market for 
the purchase of nearly all classes of material. It can be secured 
there more promptly and at a more advantageous figure than else- 
where. 

Senator Morgan. It is not any market at all for pine lumber, is it? 

Mr. Anderson. Not for pine lumber. 

Senator Morgan. That is the item I am examining you about. 
Why was it necessary in that case that the order should be sent to 
you, and that you should order the man in New Orleans to make the 
purchase? 

Mr. Anderson. That was with the view, I suppose, of having one 
man in charge of the Panama Railroad purchasing, in charge of the 
details, which was myself. It is necessary for me to keep the Isthmus 
advised as to the status of the various orders. All of that comes 
direct to me, and it would complicate accounting and everything 
else if correspondence about those things was had by Isthmus offi- 
cials or our accounting officers with the agents at New Orleans and 
Washington. It simplifies matters very much to have that done in 
one office, where it always has been, in New York. 

Senator Morgan. It appears to be necessary if you undertake to 
keep up two separate establishments, one in New York and one in 
Washington, the one in Washington operating for the Panama Canal 
Commission specifically, and the other operating separately for the 
Panama Railroad ; and that is the very thinff I am trying to get at. 
I want to see whether there is any necessity for keeping up these two 
establishments. 

Mr. Anderson. All the details of all transactions of the Isthmian 
Canal Commission, no matter where they may be had, are kept in the 
Washington office; and all the details required of the Panama Rail- 
road purchasing department are kept in the New York office. 

Senator Morgan. That is what I understand. 
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Mr. Anderson. New York is the purchasing office of the Panama 
Railroad Company purchasing department, and Washington of tlie 
Isthmian Cansil Commission. 

Senator Morgan. Yes. If there was no necessity for having a 
New York office to run the Panama Railroad, then there would be no 
necessity for this duplication of accounts? 

Mr. Anderson. Well, I think there is necessity for both of them in 
New York. 

Senator Morgan. I say, if there was no necessity for having* an 
office in New York for running the Panama Railroad, there would 
be no necessity for having any duplication of transactions, having one 
set of books kept in New York and another set of books kept in Wash- 
ington and on the Isthmus ? 

Mr. Anderson. I can not conceive of the possibility of not having 
an office in New York for the Panama Railroad, especially in the 
purchasing and forwarding of supplies. 

Senator Morgan. Well, I know you do not conceive it, but I do. 
I think it is quite within the reach of the power of Congress to fix 
it just that way, and that is just exactly what I want to do. 

Mr. Anderson. All right ; but the purchasing agent in New York 
has so much detail work to do, and m the forwarding of material 
he has to keep in touch with the traffic department of that company 
in delivering and certifying and the receipting for material, so that 
it will always be necessary to have somebody in New York to attend 
to that part of the business. 

Senator Morgan. If you should sell all your steamers that ply be- 
tween New York and Panama, and locate the railroad office in 
Panama, there would be no necessity, then, for a New York office? 

Mr. Anderson. Even then there would be necessity for a purchas- 
ing agent in New York. 

Senator Morgan. Why? 

Mr. Anderson. To be in charge of the forwarding of material and 
advising the Isthmus what material had been forwarded, to send 
forward the necessary invoices, so that they could determine the cost 
of it, and fill requisitions received by cable every few days. 

Senator Morgan. Why could not that be done by the purchasing 
agent at Washington as well as in New York ? 

Mr. Anderson. Because the actual forwarding is done at Newv 
York, and that is the base of supplies. 

Senator Morgan. Well, I understand that the New Yorkers want to 
make it the base of supplies, but perhaps the Confess of the United 
States might want to change it and make Washmgton the base of 
supplies. 

Mr. Anderson. They do not have them in Washington. 

Senator Morgan. Can we not have them? 

Mr. Anderson. I dare say. Senator. 

Senator Morgan. I understand that is the whole object of keeping 
up this sham in New York. 

Mr. Anderson. I do not know anything about that. 

Senator Morgan (continuing). When the United States owns 
everything and everybody connected with it in an official way. 

Mr. Anderson. I guess that is right. 

Senator Taliaferro. Did you ever buy any redwood in New York? 
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Mr. Anderson. I tried, once. 

Senator Taliaferro. Did you ever buy any redwood in New York ? 

Mr. Anderson. No, sir. 

Senator Taliaferro. Did you ever buy any yellow pine in New 
York? 

Mr. Anderson. I did. 

Senator Taliaferro. In what quantity? 

Mr. Anderson. It was purchased in small quantity — ^ten or fifteen 
or twenty thousand feet. We would get a cable requiring imme- 
diate shipment of some yellow pine for a specific purpose and find it 
necessary to forward it by our own steamer from New York. 

Senator Taliaferro. You never bought a cargo of yellow pine in 
New York? 

Mr. Anderson. No, sir. 

Senator Ankeny. Where was it cut, Mr. Anderson? 

Mr. Anderson. I think it was Georgia pine; sent up from Sa- 
vannah, in all probability. 

Senator Morgan. I want to find out, if I can, and I think you can 
tell me approximately, if not accurately : First, the title of your office 
in New York? 

Mr. Anderson. Assistant purchasing agent of the Isthmian Canal 
Commission and assistant purchasing agent of the Panama Railroad 
Company and the Panama Railroad Steamship Line. 

Senator Morgan. Where are your quarters? 

Mr. Anderson. 24 State street. 

Senator Morgan. Separate from the railroad quarters? 

Mr. Anderson. On the same floor, in the same building. 

Senator Morgan. Separate rooms ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. How many men are in your employment, in- 
cluding the inspectors ? 

Mr. Anderson. The inspectors are not in my employ. 

Senator Morgan. Well, how many men are in your employment? 

Mr. Anderson. Fourteen. 

Senator Morgan. What is about the annual expense of your office, 
including all salaries? 

Mr. Anderson. About $11,000. 

Senator Taliaferro. That does not include your rent? 

Mr. Anderson. No, sir. 

Senator Morgan. Does that include your salary also? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Take the inspectors. How many inspectors are 
there ? 

Mr. Anderson. Well, it varies with the quantity of work they have 
on hand. They occasionally find it necessary to employ special tal- 
ent to inspect certain classes of material. It depends upon the 
amount and class of material that is to be inspected. 

Senator Morgan. You employ them by the day's work ? 

Mr. Anderson. Well, I do not employ them at all. 

Senator Morgan. Well, whoever does employ them ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. They are employed by the day's work? 

Mr. Anderson. Yes, sir. 
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Senator Morgan. How much a day ? 

Mr. Anderson. It depends upon the class of men you employ. 1 1 
varies. 

Senator Morgan. Between what figures? 

Mr. Anderson. It varies from 40 cents an hour to $5 a day. 

Senator Morgan. Well, they are in pretty constant employnaenf, 
are they not ? 

Mr. Anderson. Some of them are employed only for one day. 

Senator Morgan. Yes. It is not an organized corps? 

Mr. Anderson. It is not a permanent corps ; no, sir. 

Senator Morgan. But there are certain men that you can call upon 
at any time for the service ? 

Mr. Anderson. Yes, sir; the inspecting engineer has a permanent 
office staff. 

Senator Morgan. Wliat is about the annual expense of that office ? 

Mr. Anderson. I do not know. 

Senator Morgan. You keep no record of it ? 

Mr. Anderson. No, sir; it is not in my jurisdiction. 

Senator Morgan. Whose jurisdiction is it in? 

Mr. Anderson. Mr. Ross's. 

Senator Morgan. Mr. Ross has charge of that? 

Mr. Anderson. Yes, sir. 

Senator Morgan. These inspectors are employed under his author- 
ity? 

Mr. Anderson. Yes, sir. 

Senator Taliaferro. Why do you speak of the head of this inspect- 
ing bureau as the inspecting engineer? 

Mr. Anderson. That is his title. 

Senator Morgan. You have got some other employments there, 
organized or not, in regard to receiving and forwarding, have you 
not? 

Mr. Anderson. I included those in the number stated before. 

Senator Morgan. In your office? 

Mr. Anderson. Yes, sir; it included the employees at the ware- 
house. I have one warehouseman there and a boy. 

Senator Morgan. What other officers there are connected with the 
purchase, inspection, or shipping of the things that are on this list? 

Mr. Anderson. None in the purchasing department. 

Senator Morg^^n. None in the purchasing department? 

Mr. Anderson. No, sir. 

Senator Morgan. But you have a traffic manager? 

Mr. Anderson. Well, we have a traffic manager of the Panama 
Railroad Company. 

Senator Morgan. Yes; he has to do with this, does he not? 

Mr. Anderson. All he has to do is to issue bills of lading, accepting 
material that is delivered to him. 

Senator Morgan. I see. He has to issue bills of lading for all of 
these items that I have mentioned ? 

Mr. Anderson. Yes, sir; he has to issue bills of lading for all ma- 
terial that is bought f . o. b. and delivered to that line. 

Senator Morgan. How many people are there in his service? 

Mr. Anderson. I have no idea. 

Senator Morgan. Many or few ? 
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Mr. Anderson, The traffic department is rather a large depart- 
ment. 

Senator Morgan. It has very extensive business over the world, 
has it not? 

Mr. Anderson, Yes, sir. 

Senator Morgan, And this part of it comes within the purview of 
his services? 

Mr. Anderson. He has nothing to do with the supplies except only 
to accept delivery of them; that is all. 
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Senator Morgan. Is that a good market for pig iron? 

Mr. Anderson. Well, I do not see that we could buy it elsewhere, 
unless it was bought from a southern port and shipped from New 
Orleans. 

Senator Morgan. Would there be any objection to that? 

Mr. Anderson. None whatever. 

Senator Morgan. Then why did you not do it? 

Mr. Anderson. I do not know whether I bought that pig iron or 
not; but the iron that they called for has to have a special analysis. 

Senator Morgan. I see the item of coal here — ^$186,657.33. Is New 
York a proper or a ffood market for coal? 

Mr. Anderson. That coal was not shipped from New York. 

Senator Morgan. Where was it shipped from ? 

Mr. Anderson. I think that coal was shipped from Norfolk. 

Senator Morgan. Did you make a contract for it? 

Mr. Anderson. No, sir; I never buy any coal. 

Senator Morgan. You never do ? 

Mr. Anderson. I will qualify that. I have purchased small quan- 
tities of lump anthracite coal, required for foundry purposes, for the 
cupola and foundries ; but that only amounts to 10 or 15 tons a year. 

Senator Morgan. That is, the foundries on the Isthmus? 

Mr. Anderson. Yes; I never bought any bituminous or semibitu- 
minous coal. 

Senator Morgan. Who controls this coal purchased? 

Mr. Anderson. The purchase of coal is made by the secretary's 
office. 

Senator Morgan. The secretary of what ? 

Mr. Anderson. Mr. Drake, of the Panama Railroad. 

Senator Morgan. Mr. Drake? I call him the deputy president, or 
assistant president. 

Mr. Anderson. Assistant to the president ; that is his new title. I 
always refer to him as secretary, because he occupied that position 
for so many years. 

Senator Morgan. All the coal that is purchased on account of the 
railroad in Panama is bought by the assistant to the president, or 
under his direction ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And you have nothing to do with that? 

Mr. Anderson. Nothing at all. 

Senator Morgan. You have no knowledge of how he buys ? 

Mr. Anderson. Only to this extent : We are now in the market for 
a quantity of coal, and I prepared the circular asking for bids. I did 
that under instructions from Mr. Drake. 

Senator Morgan. Yes. 

Mr. Anderson. But the bids are not to be opened by me, but are 
to be opened by him. 

Senator Morgan. Do you know of any reason why that item of 
purchasing coal was taken out of your jurisdiction and put into the 
jurisdiction of the assistant president of the Panama Railroad? 

Mr. Anderson. The purchase of coal was never made by the pur- 
chasing department of the Panama Railroad Company. The pur- 
chasing agent never had charge of that commodity. 

Senator Morgan, Of the Panama Railroad Company ? 
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Mr. Anderson. Yes, sir. 

Senator Morgan. Who made it heretofore? 

Mr. Anderson. Mr. Drake. 

Senator Morgan. It has all been in his hands ? 

Mr. Anderson. All. 

Senator Morgan. So that there was not anj change made in that 
arrangement, but it was just left to stand as it has been beforehand, 
after the United States got possession of the railroad ? 

Mr. Anderson. Yes, sir ; there was no change made. then. 

Senator Morgan. I say there was no change made. 

Mr. Anderson. No, sir. 

Senator Morgan. It had been in the hands of Mr. Drake before ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And it remained in his hands, and is in his 
hands now ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. And Mr. Drake is supervised by whom in this 
matter ? 

Mr. Anderson. I do not know. I suppose he reports to the presi- 
dent of the Panama Railroad. 

Senator Morgan. All the coal that is used in Panama by the Isth- 
mian Canal Commission is sold to it by the railroad. Do you know 
that? 

Mr. Anderson. I understand that to be the case. 

Senator Morgan. You do not know it personally? 

Mr. Anderson. I do not know ; no, sir. 

Senator Morgan. And also coal is sold to the people ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. That is all done through Mr. Drake as real 
manager and controller of the railroad ? 

Mr. Anderson. He attends to the purchase of the coal ; yes, sir. 

Senator Morgan. Well, he is the real manager and controller of 
that railroad, is he not ? 

Mr. Anderson. He is the executive officer of that company in New 
York in the absence of the president. 

Senator Morgan. The president never is there? 

Mr. Anderson. I think he is. 

Senator Morgan. On what occasions ? 

Mr. Anderson. I do not know. I have seen him there. 

Senator Morgan. At the annual meetings of the board of directors? 

Mr. Anderson. I do not know about that. 

Senator Morgan. Have you ever seen him there at the meetings 
of the executive committee s 

Mr. Anderson. That is not my end of the building. I do not know 
anything about that part of the business, you know, Senator. 

Senator Morgan. You do not know ? 

Mr. Anderson. No, sir. 

Senator Morgan. But you remember to have seen him there when 
the executive committee was in session ? 

Mr. Anderson. I have seen him a number of times in the building. 
He has been in my office. 

Senator Morgan. So that the purchase of coal is entirely separate 
from all the other purchases in reference to the canal and in ref- 
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erence to the railroad, and taken out of the hands of the purchasing 
officers appointed for the Government of the United States and put in 
the hands or kept in the hands of the officers of the railroad? 

Mr. Anderson. Well, all I know about that is that I am getting 
out a proposal here now for a lot of coal under instructions from Mr. 
Drake. 1 do not know that the Isthmian Canal Commission is buy- 
ing any coal. 

Senator Morgan. I suppose you know that they use a great deal of 
it in running those shovels and steamers and so on? 

Mr. Anderson. Undoubtedly. 

Senator Morgan. In addition to this purchase of coal from the 
railroad company, they have contracts also for furnishing coal to 
steamers that come on the other side, up the Pacific, have they not ? 

Mr. Anderson. Yes, sir ; we have always done that. 

Senator Morgan. You always do that business? 

The Chairman. Yes, sir. 

Senator Morgan. And that is kept in operation and left in the 
hands of Mr. Drake ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. You do not know anything about the biddings 
that have been sent in by different colliers or producers of coal — 
competitive biddings for the supply of coal ? 

Mr. Anderson. I know that our circular for our requirements for 
the next year specifies that bids were to be opened on April 4, if I 
remember rightly; and because of the continued disturbed coal con- 
dition we postponed that until the 25th — ^yesterday. I do not know 
what bids have been received, if any. They would be sent to Mr. 
Drake, and not to my office. 

Senator Morgan. I notice an item of boilers here— -$5,697.25. 
Wliat kind of boilers were those ? 

Mr. Anderson. If I remember rightly, those were boilers for a tug 
at the Isthmus — two boilers — one boiler for a tug, and I think one 
was for a locomotive boiler. 

Senator Morgan. Did you buy those in New York? 

Mr. Anderson. We bought those in Philadelphia. 

Senator Morgan. Philadelphia? 

Mr. Anderson. From the concern which made the locomotives 
originally. 

Senator Morgan. Philadelphia is the best market fpr those, is it? 

Mr. Anderson. It would be for that particular boiler. 

Senator Morgan. Yes. It was a certain boiler that you wanted — 
one pattern or patent? 

Mr. Anderson. Yes, sir. 

Senator Morgan (reading) : " Pneumatic tools, $1,053.06." Where 
did vou buy those? 

Mr. Anderson. In New York. 

Senator Morgan. In the city? 

Mr. Anderson. Yes, sir. 

Senator Morgan. They have supplies of those there? 

Mr. Anderson. Yes, sir. 

Senator Morgan. You have an item at the bottom there, other 
material under the head of commissary supplies, $154,694.06. Have 
you any idea what that was? 
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Mr. Anderson. Well, that is all material for our commissary de- 
partment other than food stuffs; everything required by our em- 
ployees down there in their homes, you know, and for their personal 
use; clothing and household effects, kitchen utensils, furniture, and 
everything required by our employees and the employees of the Isth- 
mian Canal Commission. 

Senator Morgan. And the employees of the Isthmian Canal Com- 
mission ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. But I thought this related to the railroad en- 
tirely. 

Mr. Anderson. Yes. Well, the commissary at the Isthmus is oper- 
ated by the Panama Railroad. 

Senator Morgan. I understand that. 

Mr. Anderson. But of course we sell our food stuffs and other 
materials to employees of the Isthmian Canal Commission as well. 

Senator Morgan. This purchase, then — ^" other material," etc. — ^is 
such things as you would sell to your own employees? 

Mr. Anderson. Yes, sir. 

Senator Morgan. For their home purposes and home uses, personal 
comfort, and so on ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. There is no requisition sent for that, is there? 

Mr. Anderson. Yes, sir. We purchase nothing except on requisi- 
tion. 

Senator Morgan. Who would make out the requisition for that? 

Mr. Anderson. The commissary. 

Senator Morgan. And after he received them he would sell them to 
the employees of the company ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. Did you have them inspected also ? 

Mr. Anderson. Yes, sir. 

Senator Morgan. By your inspectors? 

Mr. Anderson. Yes, sir. 

Senator Morgan. " Food stuffs." I suppose that is the whole cate- 
gory of the bill of fare down there^ whatever it is ? 

Mr. Anderson. Oh, everything imaginable — everything. 

Senator Morgan. You did not have aU those inspected, did you ? . 

Mr. Anderson. Not all of them* There was no necessity for hav- 
ing" a lot of that stuff inspected. 

Senator Morgan. Prooably not. So that the regime of inspection 
did not extend to food stuffs? 

Mr. Anderson. Not to all food stuffs. 

Senator Morgan. Well, you seem to have been engaged in a very 
general partnership down there with the canal company, the em- 
ployees of the railroad company, and all that, and all these purchases 
were finally and actually on account of the United States Govern- 
ment, were they not? 

Mr. Anderson. They were for the Panama Railroad Company, 
Senator. 

Senator Morgan. Yes. If any debt was created by any purchasing 
agent that the assets of the railroad company or its income could not 
pay then the United States stood for itt 
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Mr. Andebson. Well, I never thought about that, of course. 

Senator Morgan. I do not suppose you did. 

Mr. Anderson. No; I have haa other things to think about 

Senator Morgan. We have an unhappy faculty for neglectin^^ 
Uncle Sam as we ffo alone and taking care of everybody else. 

Mr. Anderson. If you Took over those items, there is enou^ there 
to worry a purchasing agent without thinking about that part of it. 

Senator Morgan, i should say so. But that is the part uiat we have 
to think of. We are trying to take care of the old man. 

Mr. Anderson. Yes, sir. 

Senator Morgan. I think I have asked all the questions that I care 
to at this time. 

Senator Taliaferro. You say that you have fourteen assistants in 
your office? 

Mr. Anderson. In the office and at the warehouse, I think it is 
fourteen. 

Senator Taliaferro. What is the salary of your chief clerk? 

Mr. Anderson. One thousand five hunared dollars a year. 

Senator Taliaferro. Just run down the list. 

Mr. Anderson. One at $1,500 ; one at $115 a month, however much 
that is; two at $900; one at $65 a month; another one at $60; 
another one at $78, and there is a file clerk at $40 a month and a boj 
at $30 a month ; there is a warehouseman at $900 a year, and a boy 
at the warehouse at $30 a month. I believe that is alL 

Senator Taliaferro. That is eleven. 

Mr. Anderson. And myself. That is all there are — twelve of us, 
all combined. 

Senator Taliaferro. What is your salary ? 

Mr. Anderson. Three thousand dollars. There is another one 
there. Senator, at $1,200 a year, the shipping clerk. I forgot him. 

Senator Taliaferro. That aggregates about $1,018 a month. Did 
you foot it up ? 

Mr. Anderson. I did not; no, sir. I will, though. [After mak- 
ing addition.] It comes to $1,013. 

Senator Taliaferro. I had it $1,018 ; but I suppose you are right. 
I have no other questions to ask. 

Senator Morgan. Do you know of any person who owned or held 
or controlled any of the stock of the Panama Canal Company at or 
before the time that the railroad was turned over to tne United 
States? 

Mr. Anderson. I know nothing about that. Senator. 

Senator Morgan. You do not Know anything about it ? 

Mr. Anderson. Not a thing. 

Senator Taliaferro. Where were you employed before you came to 
the Panama Eailroad ? 

Mr. Anderson. I was employed by the Northern Pacific Railroad 
for a number of years. 

Senator Taliaferro. Was that your latest employment before com- 
ing to the Panama Eailroad Company ? 

Mr. Anderson. No, sir. Previous to coming to the Panama Rail- 
road I was with the Oregon and California Railroad, under A. B: 
Hammond. I think you know him. Senator Ankeny. 

Senator Ankeny. Very well. 
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Mr. Anderson. I was there through the reconstruction of that road. 
You remember it was sold under the sheriff? 

Senator Ankeny. The Goeble road ? 

Mr. Anderson. No ; the Corvallis road. 

Senator Ankeny. Mr. Hammond built the Goeble road. 

Mr. Anderson. Yes ; down at Columbia River there. 

The Acting Chairman. Please furnish the committee, as promptly 
as possible, the information and data that the Senator has called for, 
and we will excuse you. 

Mr. Anderson. It will take some little time. I can not do it 
within a day or so. It will take some little time to prepare these 
data for you. I will get it down here as promptly as possible. 

The Acting Chairman. I understand that there are a number of 
gentlemen here who are interested in cement matters, and that two of 
them desire to be heard. Am I correct in that? 

Mr. AcKERMAN. Mr. Lesley is one. 

The Acting Chairman. Who is the other? 

Mr. Lesley. Mr. Lober. 

The Acting Chairman. Who is to be heard first, and how long a 
time do you desire ? 

Mr. Lesley. I have here a statement on behalf of the Association 
of American Portland Cement Manufacturers. Mr. Lober is here 
representing the association, and I am chairman of their committee. 
I do not think we shall require very much time ; not over half an hour. 

The Chairman. How much time do you wish, Mr. Lober? 

Mr. Lober. I do not think it will be necessary for me to take up 
any of your time. Mr. Lesley has a very careful statement prepared, 
and if you will listen to that I think that will be all that is necessary. 

The Acting Chairman. Then it is only desired that one of you 
shall be heard ? 

Mr. Lober. Yes, sir. 

STATEMENT OF SOBEET W. LESLEY, ESQ. 

The Acting Chairman. State your name, please. 

Mr. Lesley. Robert W. Lesley. 

The Acting Chairman. Where do you live? 

Mr. Lesley. Philadelphia. 

The Acting Chairman. T\Tiat official position do you hold with 
any cement company? 

Mr. Lesley. I am president of the American Cement Company. 

The Acting Chairman. And have been for some time? 

Mr. Lesley. I have been with the American Cement Company and 
its predecessors for nearly twenty years, I should say. 

Senator Morgan. Is that a holding company? Does it hold and 
control the stock of other companies? 

Mr. Lesley. No, sir; it is a manufacturing company in Pennsyl- 
vania. 

Senator Morgan. It does not hold and control the stock of other 
cement producers? 

Mr. Lesley. No, sir. There are some small companies in the same 
field there, three or four of them, that we have built, and built by 
separate bonds which we issued ourselves. 
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Senator Morgan. But they are really under your ownership? 

Mr. Lesley. Yes, sir. It is not a holding company in tne hig 
sense. 

Senator Morgan. That is all right. 

Mr. Leslet. If you will permit me, Mr. Chairman, I will just hand 
each of you a little statement which contains the facts probably bet- 
ter than I could state them to you ; and I believe that many minds 
looking at the statement will accomplish the result better than listen- 
ing to my statement of the contents of it. 

The Acting Chairman. Very well. Proceed, Mr. Lesley. 

Mr. Lesley. The first point that I desire to make here is simply 
this : That under the construction of the testimony that I have seen, 
and the general newspaper reports, the Government has been buying 
materials in the open market, and has adopted that policy; but in 
the evidence before this committee the other day the question was 
asked by Senator Dryden of Secretary Taft whether he would prefer 
action of Congress or not, and he said he would prefer to have Con- 
gress legislate. So I want to say that we come here not in antag- 
onism, but entirely in sympathy with that thought, that there should 
be some means by which the money that is spent from this country 
on the construction of this canal might be employed for American 
materials and for American labor. 

The Acting Chairman. Regardless of the price that is to be paid ? 

Mr. Lesley. I would say to this extent, as in the evidence here, 
also of Secretary Taft, as to the purchase of this line of steamers 
sailing under the American flag: There may arise, contingencies 
under which a slight advance might be paid for American materials, 
for the reason, first, of using American labor, and for the further 
reason of securing proper inspection of the materials and prompt 
and proper deliveries. I think the question of convenience and tne 
question of proper inspection enter into the whole matter as thor- 
oughly as the question of cost. Further than that, as it has been 
generally considered that our labor can not go down to Panama and 
work there owing to climatic conditions, and as this cement industry 
is a very large one and employs a great deal of labor, it seems that 
it might be a very proper thin^ to give American labor an opportu- 
nity to work here where the climatic conditions are right and earn 
a living making Portland cement. 

Senator Morgan. By your labor, do you mean the men that grind 
the cement and burn the cement ? 

Mr. Leslie. Yes, sir; the men who quarry the cement, the men 
who crush it, the men who grind it, the men who burn it, the men 
who warehouse it and put it on the cars. 

Senator Morgan. Why can they not do that work on the Isthmus ? 

Mr. Lesley. I do not know that they can not. I was speaking 
merely of the question of common labor on the Isthmus. 

Senator Morgan. Why can not that be performed on the Isthmus — 
the common labor ? 

Mr. Lesley. I understood that so far the consideration of the 
labor question there showed that the ordinary laboring man working 
there had to be superseded by some other class of labor coming from 
a hotter country. I may be wrong about that. 

Senator Morgan. There is a great difference of opinion upon that 
subject. American labor has had no trial there, really. 
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Mr. Lesley. Yes, sir. I did not know that. I am merely answer- 
ing Senator Kittredge from the best knowledge that I had. 

Coming down to the principal thing, and trying to make the issue 
very sharp, if it is possible to be done, I have laid this rather on a 
letter from the secretary of the Panama Commission, Mr. Bishop, 
who replied to a number of Senators as to the last purchase of Port- 
land cement for the Panama Canal, where it is stated that if he had 
i)urchased American cement he would have paid $7,400 more. That 
etter is appended to the badt of this statement of mine. You will 
find that he says that "As the quantity of cement purchased at that 
time was 20,000 barrels, you will note that this lot of cement would 
have cost $7,400 more if the use of foreign cement had been prohib- 
neci. 

That being the statement, the question comes up, first, as to whether 
there is any duty on materials entering into the Panama Zone. I 
think it is settled that there is not. Therefore, an American cement 
or a foreign cement going to the Panama Canal Zone, intended for 
construction on the canal work, are on a parity. 

The next question is whether American Portland cement is equiva- 
lent to or fully as good as foreign Portland cement. I can answer 
that, probablv, by saying that it is not only as good, but that it is 
recognized all the world over as better. I can answer it further by 
sitying that the Government, in the very department which has control 
of the Isthmian Canal — that is to say, the War Depai^tment — ^in all 
of its specifications inserts the words "American Portland cement." 
So that there is no question as to the quality of American Portland 
cement. I can answer it further by saying that the first Panama 
Canal Commission, which was a commission of engineers— William 
Barclay Parsons and Mr. Burr and a number of engineers — ^not a 
board of consulting engineers, but a commission composed of engi- 
neers — and they specified American Portland cement in their first 
specifications. 

So that of those two questions, as you will see in the statement, we 
find that the cement is the equivalent of foreign cement, and that it 
has no preference, so far as duties are concerned, on the Panama Zone. 

The only other question is. What makes it cost more than foreign 
cement, if it is as good and if it is made in this country ? Why can 
it not be delivered there, half the distance, as cheap as foreign cement 
coming twice the distance, from Antwerp, Hamburg, or Bremen? 
If it can be shown by the letters that I have here, one of which is at 
the back of this statement 

Senator Kittredge. You refer to the Bishop letter? 

Mr. Lesley. The other letter is the letter irom the Panama Rail- 
road Company, Panama Railroad Steamship Line, which follows 
the letter of Mr. Bishop. Mr. Bishop says that it would cost $7,400 
more to buy this American cement that the foreign. 

Senator Morgan. In what quantity ? 

Mr. Lesley. Twenty thousand barrels. What I am trying to di- 
rect your attention to is a letter signed by R. L. Walker, traffic man- 
ager of the Panama Railroad Company, Panama Railroad Steamship 
Lme, under date of March 30, 1906, as to the freight rates on the 
Panama vessels, and to show you that at the existing freight rates 
on this Panama line, controlled by the Panama Railroad, in turn 
owned by the Isthmian Canal Commission (for which, as Senator 
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Morgan has said a few minutes ago, the Government is, at the back of 
the nne, responsible) — ^that that line of steamships made so hi^li a 
frei^t rate that it was impossible for the American manufacturers, 
over that single line of steamers going down to the Isthmus of 
Panama, to compete with the foreign steamers, making a profit on a 
haul of twice the distance. 

In other words, to get back to the point, tiie original letting- of 
the Panama Canal cement, the first letting, which was in 1904, under 
the first Commission, mve the bidder two means of delivery— -one, to 
ship by way of New York, by the Panama Railroad steamers, with 
freight from New York to Colon paid by the Commission ; second, to 
ship from any convenient port, freight and all other charges paid by 
the bidder. 

That opened the supplyinj^ of materials to the Panama Canal to 
the coastwise commerce of the United States. It also gave you the 
privilege, if the rates were not too high, to ship via the line of 
steamers which was controlled by the Panama Railroad at that time. 

Subsequently, however, after this change of organization and 
change in the control of the Panama Railroad and change in the 
constitution of the Commission, a new letting — ^which is the letting 
referred to in the letter of Mr. Bishop where the 20,000 barrels were 
purchased and where this $7,400 would have been saved — a circular. 
No. S68, for those 20,000 barrels of cement, came out on August 23, 
1905, and it abandoned the coastwise shipments entirely. It required 
deliveries only by steamship. At that time there was only this one 
line from the Atlantic coast to Panama. And it made the lots so 
small, namelv, as the purchasing agent has just described, so small 
that they had to go by the steamship line. They were not cargo lots. 
Under tnat particular letting the words "American Portland cement " 
were changed to " Portland cement," leaving the word "American " 
out. The delivery was restricted only to steamships. The lots were 
made so small that no one could charter a steamship, and the Ameri- 
can coastwise commerce was absolutely excluded, as well as the 
American manufacturer. 

Senator Taliaferro. So that these specifications that you have re- 
ferred to operated as a distinct discrimination against the American 
producer? 

Mr. Lesley. Absolutely ; and against the American coastwise com- 
merce. Absolutely. I propose to go a step further 

Senator Morgan. I want to call attention to what I consider the 
fact here, though perhaps I may be mistaken about it : Mr. Drake, in 
his testimony, gave an account of an arrangement between the Pan- 
ama Railroad and certain established lines of steamers that had con- 
nections through with the Pacific — from the Atlantic to the Pacific — 
by which the railroad company agreed to take 26 per cent of their 
freights for the transmission of goods across the railroad. As I 
remember it now, that combination of ship lines included seven or 
eight great lines. 

Mr. Lesley. Yes, sir. 

Senator Morgan. Are those the lines that you speak of as being 
under the control of the railroad ? 

Mr. Lesley. No, sir. I say that the one line that is under the 
control of the railroad is this one American line. They may have 
relations with the foreign lines, whose freight rates I have here, but 
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I am not aware of that. The quotations which I secured from Eu- 
rope for this cement to Panama, in order to compare our American 
rates with foreign rates, I took merely from steamships all over the 
world. I did not know whether there was any relation between the 
foreign steamships and our Panama line, and of course I could not 
speak on that. 

Senator Morgan. Perhaps I had better explain, because you do 
not seem to have considered that view of the situation. The testi- 
mony taken two years ago sets out one of these contracts with one of 
these lines, as a sample contract. 

Mr. Lesley. Yes, sir. 

Senator Morgan. And it ^ves to the steamers who enter into these 
contracts and make bills oi lading for transmission across into the 
Pacific Ocean or from the Pacific to the Atlantic the advantage of a 
rate of 25 per c«it upon their freight charges for the voyage, I be- 
Ueve, out and in, which other and disconnected steamers can not 
avail themselves of — ^what we call tramp steamers, or visiting steam- 
ers, that visit different ports at their will and pleasure, without hav- 
ing particular schedules or sailing dates. So I suppose that the 
reference that you make there is or may be to those lines of steamers 
which in this way have privileges granted to them by the railroad 
conapany that the others have not. 

Mr. Lesley. I dare say that that is the case, sir. The delivery is 
especially stipulated only by steamship. In the first lot, Senator, 
the shipment was by American schooners. We supplied cement there 
by Am^can schooners, and it went doTm, and our coa^ise com- 
merce got the advantage of it. But in this later letting it was abso- 
lutely confined to steamers, and schooners were excluded; and the 
lots were too small to warrant anyone hiring a steamer. 

Senator Taliaferro. Did you call to the attention of the canal 
authorities these circumstances that you are relating to the com- 
mittee? 

Mr. Lesley. IMfy recollection is that at the time our representative 
came down to Washington here and called their attention to them 
verbally. We saw that there was no possible opportunity for doing 
any business. 

Senator Taleaferro. Did you call to the attention of the canal 
authorities the fact that if you were left free to ship your cement to 
the Isthmus by our coastwise shipping that you could compete with 
the foreign markets? 

Mr. Lesley. I do not know that myself ; no, sir. I am not aware 
of that. There was a large correspondence at the time, but I did 
not take any active part in it. 

Senator Morgan. That was a fact, was it not? 

Mr. Lesley. I should say so; but thev made the second specifica- 
tions identical, within the last three weeks. 

Senator Taliaferro. Has their attention been called to it since? 

Mr. Lesley. By correspondence. A number of manufacturers said 
that they would write on tiiis subject to the Commission. 

Senator Morgan. Whether their attention has been called to it or 
not, I understand that the fact is that the exclusion of schooners 
from this trade was, in effect, an exclusion of vessels that had the 
privileges of the coast line. 

Mr. Lesley. That is right. 
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Senator Taliaferro. And a discrimination against American prod- 
ucts? 

Mr. Lesley. Yes,' sir; a double discrimination. 

The Acting Chairman. Did the purchase of the cement mentioned 
in Mr. Bishop's letter call for delivery at New York or Colon ? 

Mr. Lesley. At Colon, sir. 

The Acting Chairman. And in the specifications asking for bids, 
what was the exact language employed in that feature of the pro- 
posal ? 

Mr. Lesley. I will give you the exact language. Here is the lan- 
guage of the specification, sir : "All cement to be delivered c. i. f . by 
steamer at either Colon (Atlantic port) or La Boca ^Pacific port). Isth- 
mus of Panama ; and it is to be understood that tne prices bid cover 
delivery of goods on dock, without any additional cost to the Govern- 
ment beyond the prices named. Inspection will be made at the place 
of manufacture or purchase, to determine whether material meete the 
requirements set forth in the specifications, and on the Isthmus as to 
condition on arrival there." 

Those are the identical words of the specifications. 

Senator Taliaferro. You are quite satisfied that the authorities 
of the Canal Commission had their attention brought to the fact, some 
time ago, that that language was discriminatory against our coastwise 
shippiL'and against fourVoduct? 

Mr. LiESLEY. I am very sure that there was so much indignation 
among the cement manufacturers that everybody said they would 
write a letter ; but I do not mean that I have any personal knowledge 
at this time that it was done. 

Senator Taliaferro. Were you not the president of one of the 
companies ? 

Mr. Lesley. Yes, sir; and my representative did call on the pur- 
chasing agent in Washington and make a verbal statement at the 
time of this first bidding. 

Senator Taliaferro. You know that he was instructed to do that ? 

Mr. Lesley. Yes, sir; but I did not want to give you anything 
that I did not know actually of my own knowledge. 

Senator Morgan. You know that schooners were dropped out and 
steamers put in ? 

Mr. Lesley. Yes, sir; because we supplied schooners and the for- 
eigners supplied the steamers. 

Senator Morgan. Is this steamship line that is owned by the rail- 
road company a cargo line or a cargo and passenger line? 

Mr. Lesley. As I understand, it is a general line, controlled by the 
railroad, and taking mixed shipments of all kinds of things in small 
lots. 

Senator Morgan. And passengers? 

Mr. Lesley. Yes, sir ; so far as I know. It is the only line from 
New York down. 

Senator Morgan. What you want, for the convenience of the cem- 
ent trade, is to be able to command the services of sailing ships, or 
cargo ships if they are steamers? 

Mr. Lesley. Right. Yes, sir. 

Senator Taliaferro. Our coastwise shipping? 

Mr. Lesley. Yes, sir. That is what I think we ought to have. 
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The next point that I want to make here is in connection with a lot 
of freight rates that I had received at the time of the letting of this 
contract, to show what the foreign freight was at that time. 

The foreign lines of steamers running from London, Hamburg, 
and Bremen, which I understand are coastwise steamers along the 
Atlantic and South American coast, do a general steaming business 
with return cargoes. I had rates from them from 67 cents, from 45 
cents, from 55 cents, and various figures, which I have here in cables, 
which I would be glad to have translated if you so desire. They are 
all in the code, ana I have had lead,-pencil translations made. There- 
fore the fact was that, under those particular specifications, the 
American manufacturer was driven to a single line, which charged 
him $5 for a net ton of cement, per short ton — that is, 2,000 pounds — 
or, as a barrel of cement is reckoned at 400 pounds including the 
package, at the rate of $1 a barrel, 5 barrels to the 2,000-pounds ton. 

And, against that, the foreign ships were transporting this same 
material at rates from 45 cents, in some large tramp vessels, to 10s. 
6d. per long ton, or from 45 cents to 60 cents or 65 cents a barrel, 
a discrimination or a diflFerence in favor of the foreign shipper as 
against the American shipper of more than the difference that Mr. 
Bishop shows is the reason that this cement was bought from a for- 
eign shipper; or, in other words— while I am on this point I will 
just give you one little sum in arithmetic: In other words, if this 
Panama line, owned by our Government, through the Isthmian 
Canal Commission, could transport a barrel of cement 1,972 miles at 
the same price that the foreign steamship line could transport it 
5,000 miles, each line making a reasonable profit, the fact would have 
been, taking the average oi the foreign freights at 57 cents, that 
there is p, difference of 43 cents against the American manufacturer ; 
but if the Panama Eailroad Line Steamship Company had made the 
same rate as the foreigner 

The Acting Chairman. From what point? 

Mr. Lesley. From New York; 1,900 miles. 

Senator Taliaferro. From what foreign point ? 

Mr. Lesley. From Antwerp or London. From London to Colon 
is 4,742 miles, and from Hamburg it is 5,049 miles. 

Senator Taliaferro. Could you not just as well incorporate the 
rates as you go along, to make it clear in the record ? 

Mr. Lesley. Yes ; I will give it to you right away. The distance 
from London to Colon is 4,742 miles. 

Senator Taliaferro. And the rate is what? 

Mr. Lesley. Ten shillings and 6 pence per long ton. 

Senator Taliaferro. Which is how much a barrel, in dollars and 
cents? 

Mr. Lesley. I will give that in a few minutes. It is about 55 cents. 

Senator Taliaferro. I think it would be clearer to have it appear 
in the record together. I am very much interested in it, and I would 
like to have the record show it just as it is. 

Mr. Lesley. I can figure that out in a moment. I was dealing with 
averages in this thing before, but I think I have the figures on which 
I based them. I have my cable dispatches. Here is a cable dispatch 
from Hamburg, with a rate of 68 cents for the 5,048 miles from Ham- 
burg. That is a short ton. Here is a London rate, 10 shillings and 
6 pence per gross ton, per long ton. That is from London by the 
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Royal Mail Steam Packet Company, which runs from London to 
Colon fortnightly. That would be practically 6 barrels to the ton, 
which makes about 52 cents a barrel. One moment; taking 10 shil- 
lings and 6 pence and the short ton, without going into the 2,240 
pounds, it makes it even greater; it would be $2.62, and dividine that 
by 5 barrels would give 52 cents a barrel practically. But 1 was 
fairer than that. I took 57 cents as an average. There is one, and 
that is the successful contract. 

Senator Taliaferbo. Now, from New York to Colon? Give tlie 
distance first. 

Mr. Lesley. This is riven to me by the secretary of the Maritime 
Exchange, in Philadelphia. The distance there is 1,972 miles. 

Senator Taliaferbo. And the rate? 

Mr. Lesley. And the rate given by the letter signed by R. L. 
Walker, traffic manager, was $5 per short ton from December 31, 

1905, to March 31, this year. Bight after this last letting they made 
a change in the rate. 

Senator Taliaferbo. That is substantially a dollar a barrel ? 

Mr. Lesley. Yes, sir ; as against 52 cents, the English rate. 

Senator Morgan. Is a barrel 400 pounds? 

Mr. Lesley. Yes, sir ; 380 pounds, and with the weight of the bar- 
rel it would be 400 pounds, technically speaking. 

Senator Taliaferro. Where is the inspection of this cement? 

Mr. Lesley. The inspection is stated to be at the place of manu- 
facture. [Reading :] " Inspection will be made at place of manufac- 
ture or purchase, to determine whether the material meets with the 
requirements set forth in the specifications, and on the Isthmus as to 
the condition upon its arrival there." 

Senator Taliaferro. That is covered, then, and there can be no 
contention that the cement would be injured by going in a sailing 
vessel? 

Mr. Lesley. No, sir ; it is covered in both cases. 

The Acting Chairman. If you were permitted to have a free-hand 
in the matter of shipment, could the American manufacturer com- 
pete with the world in cement? 

Mr. Lesley. Absolutely. I think in any case wherever we have got 
shipping we are competing. 

I want to say one thing that may be of interest to you, because I 
am, probably, the oldest man in the industry, and have been on every 
tariff commission since 1883, trying to keep a low but a stable condi- 
tion in this industry. I have seen it grow from 50,000 barrels to 
36,000,000 barrels as the record for 1905, and it will be 40,000,000 for 

1906. I have seen that growth. 

The Acting Chairman. Do I understand that you are prevented 
from having the free-hand in shipping because of specifications? 

Mr. Lesley. These particular specincations ; yes, sir. 
^ The Acting Chairman. Has that continued for any length of 
time? 

Mr. Lesley. Every letting under D. W. Ross, general purchasing 
officer, has come out in these terms. The old bidding was under a' 
different purchasing agent, as I remember it, and had this permission 
to ship in schooners, as I stated. 

Answering your question. Senator, as to whether we can export 
this cement, I have seen the imports of this cement dwindle from 
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nearly 4,000,000 barrels down to about 600,000 barrels, and the Amer- 
ican exports increase from nothing to, I think, considerably over a 
million and a quarter barrels this year. 

The Acting Chaibman. The real cause, then, as I imderstand, of 
your complaint, lies in the specifications? 

Mr. Lesley. Yes, sir. 

The Acting Chairman. The specifications that are put out by the 
Commission ? 

Mr. Lesley. Yes, sir. 

The Acting Chairman. In what manner can this committee rec- 
onmiend a remedy for that condition? 

Mr. Lesley. Well, I would say this, that it can recommend a 
remedy, this being a department of the War Department of the 
United States, by adopting the specifications, or making the speci- 
fications conform to the ordinary specifications adopted by the chief 
engineer and the board appointed by the War Department for that 
purpose, which put in the words "American Portland cement " in 
every specification issued by the War Department. 

Senator Taliaferro. You would not require that, Mr. Lesley, if 
these other difiiculties could be removed, would you ? 

Mr. Lesley. I do not think we would ; but 1 believe it would be 
the fairest to the producers of this country and the public at large. 

Senator Taliaferro. If this committee should make a recommenda- 
tion of that sort, it would be construed by the people at large that 
thejr desired this material bought in this country regardless of the 
difference in price, whereas, if I understand you correctly, you are 
entirely willing to compete with the foreign market, if these speci- 
fications of this Canal Commission give you the opportunity to do so? 

Mr. Lesley. We have been able to do it, when the cement was 
required to be American and when the shipments were in coastwise 
ships. I have a note here of the coastwise shipments, and the 
schooner i:ates are from 55 cents to 65 cents a barrel, according to the 
character of shipments, according to the quantity. The lots named in 
the specifications, from 2,500 to 3,000 barrels, would cost 75 cents a 
barrel, or would make American cement cost more than the figures 
in my statement. If the shipments were allowed to be large enough 
so that we could ship in cargo lots, in that case the frieght rate 
would be 55 cents, at the present condition of the market, and our 
prices would be lower than those of foreign cement. 

The Acting Chairman. Can you give us the names of any gentle- 
men who have specifically called this matter to the attention of the 
Commission? 

Mr. Lesley. I think I can, but not at the moment. I think Mr. 
King, of our New York company, did. 

Senator Kittredge. Will you furnish that? 

Mr. Lesley. Yes. I know Mr. King came down here on this 
matter. 

The Acting Chairman. Will you furnish us the names of the gen- 
tlemen who have done so? 

Mr. Lesley. Yes, sir. 

The Acting Chairman. Perhaps you can find correspondence with 
the Commission on the subject? 

Mr. IffiSLEY. I will go through my files. I know at the time we 
w^e very much intere^d in it. 
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Senator Taliafebbo. Perhaps some of the other houses would 
have among their files copies of letters that they had written on this 
subject. 

Mr. Lesley. Yes. I will use every endeavor to find out. 

Here is one letter from one of my New York agents, in which he 
refers to the rate of a dollar a barrel from New Yora to Colon, and he 
said : ^' ^ndly advise if we are to bid, after considering these clauses," 
that is, the clauses as to these deliveries. "As the proposals permit 
the furnishing of foreign cement in relatively large lots, it seems to 
us here unwise to put in a bid at this time." 

That is the feeling among the different people dealing with the 
product. 

Senator Taliaferro. The specification for steamer delivery is what 
prevented you from competing? 

Mr. Lesley. Yes, sir. 

Senator Taliaferro. It prevented you from competing with the 
foreigner on that cement? 

Mr. Lesley. Yes, sir ; and, further than that, I believe the striking 
out of the word "American " tended to discourage the general Ameri- 
can manufacturer. At the first letting under these new specifications, 
T think half the bidders were American and half foreign. At the last 
letting there was not a single American bidder — absolutely not one. 

Senator Morgan. In regard to this last letting, let me ask you: 
It seems from Mr. Bishop^s letter here that the American producers 
of cement did put in biddings under that? 

Mr. Lesley. This one here; yes; but there has been one since. 
There has been one within a month — on March 19 — at which there 
were no American bidders. They were all foreign. It was simply 
given up. 

Senator Morgan. The letter of Mr. Bishop is dated April 16, is 
it not? 

Mr. Lesley. Yes, sir; but he refers to a purchase on October 7, 
1905. 

Senator Morgan. The Americans put in biddings at that time ? 

Mr. Lesley. Yes, sir. 

Senator Morgan. At that time had the change been made from 
schooner to steamer? 

Mr. Lesley. Oh, yes, sir. 

Senator Morgan. So that your biddings when they were put in 
had reference to the rate of transportation ? 

Mr. Lesley. Absolutely. 

Senator Morgan. He says: "After full investigation and testj the 
lowest bid was accepted and the cement furnished on the contract has 
proven to be very satisfactory. As the quantity of cement purchased 
at that time was 20,000 barrels, you will note that this lot of cement 
would have cost $7,400 more if the use of foreign cement had been 
prohibited." 

Mr. Lesley. Yes, sir. 

Senator Morgan. If Mr. Bishop understood what he was writing 
about, and I suppose naturally he must have done so, why he seemed 
U> ignore entirely the difference in freight rates between shipments 
from Europe and those from New York? 

Mr. Lesley. Over their own line; yes, sir. If they had taken these 
20,000 barrels and given themselves the credit for the difference 
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between the freight rate asked by them and that freight rate which 
is the average, not of the lowest, but the average of the highest and 
the lowest for foreign cement, and his line had Been able to transport 
lialf the distance for the same money, he would have made $8,600 
for the Panama Steamship Line, the Panama Railroad, and the 
Isthmian Canal, to set off against his loss of $7,400, and he would 
have been $1,200 to the goc3, and would have used the American 
product* That is the situation. 

Senator Morgan. I suppose Mr. Bishop really did not know what 
he was writing about. He is not a business man, is he? 

Mr. Lesley. I do not know him at all. 

Senator Morgan. I do not either. 

The Acting Chairman. Whj was the provision requiring delivery 
in lots inserted in the specifications? 

Mr. Lesley. That I do not know, sir. They are just lots too small 
for a ship. It may be for the convenience of the Canal Commis- 
sion in the handling of the material. That I do not know. 

Senator Taliaferro. Would they not, perhaps, say that they re- 
quired that character of delivery to avoid the risk of loss by holding 
the cement on the Isthmus ? 

Mr. Lesley. That might be possible, sir. I do not doubt that they 
have a good reason for that. 

The Acting Chairman. Your proposition, then, is that you 
should be permitted to have lots of the character indicated in the 
specifications and a lower freight rate, as was permissible from the 
old country? • 

Mr. Lesley. That is right; that we should either on the isthmian 
canal steamers have the same rates for half the distance as London 
makes for twice the distance, or that it should be open to the coast- 
wise commerce of the United States and the lots made large enough 
to warrant chartering a fair-sized schooner. 

The Acting Chairman. So that, in stating the real complaint a 
]noment ago, you wish to make that addition ? 

Mr. Lesley. I want to make that addition ; and, further, still stand- 
ing on my American 

The Acting Chairman. I understand. 

Mr. Lesley. I am quite an American, and I have seen this business 
grow, and I believe that we can supplv cement all over the world at 
better prices than it could be bought tor, at equal freight rates ; and 
I believe it is important. 

Senator Morgan. I wish to ask you whether cement, after it is man- 
ufactured, is amenable to loss or destruction by becoming damp ? 

Mr. Lesley. Cement properly housed and in good packages will 
not be materially affected by damp. 

Senator Morgan. What kind of packages do they ship it in ? 

Mr. Lesley. In this particular case the requirement is for barrels 
which are lined with water-tight paper. 

Senator Morgan. Is that superior to the packages in canvas? 

Mr. Lesley. Well, I have shipped from New York to New Orleans 
in canvas. I have shipped still farther distances, across the ocean, in 
canvas, and they have been good shipmente. I am not familiar 
enough with the particular atmospheric conditions in Colon to give an 
opinion on that subject. 
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Senator Morgan. If cement becomes thoroughly saturated with 
water after it is produced, does that destroy its value ? 

Mr. Lesley. If it is completely saturated with water it ceases to 
be cement and becomes stone; but if it absorbs water — and that is 
the point you mean, of course — if the barrel absorbs water gradually, 
and takes up the dampness, it will harden a little on the outside. The 
likelihood of that hardness extending through is very doubtful. It 
will probably cake in for an inch or so, and when you break the cake 
there is a great deal of dry powder in the center. 

Senator Morgan. The dangers of a long voyage to cement are in 
proportion to the length of the voyage, in reference to a shorter one? 
Cement produced in Europe is more likely to deteriorate than cement 
produced in the northern parts of the United States, in consequence 
of the length of the voyage ? 

Mr. Lesley. Well, I would not like to say that. I think that, con- 
sidering the packages to be e(][ual, the difference in distance would not 
cause any material deterioration in the foreign as compared with ours. 

Senator Taliaferro. The risk is greater? 

Mr. Lesley. Yes, sir. But I wanted to be fair with the other 
fellow. 

I believe this in this matter : That the great advantage of buying 
American cement is twofold. One is the great advantage of inspec- 
tion in this country, the advantage of having the testers at the mills 
and having the inspection promptly at a place where the testers are 
under the supervision of the engineers and of the body of men who 
have to do with the using of that material. Here is the case of the 
building of a tremendous dam down there, involving the spending of 
perhaps hundreds of millions of dollars, and it would certainly not 
seem to be wise to have that stuff inspected by some inspecting bureau 
over in London, who hire some man at $5 a week who goes and inspects. 
That man is not under the eye of the chief, and the chief is respon- 
sible for the job. 

There is where, I say, the American cement has the advantage, 
being subject to the same inspection that the War Department gives 
to its cement in this country, with the same type of men under the 
same sort of engineer officers, which will insure the right kind of 
material. I know what it means to inspect cement three or four or 
five or six thousand miles from the place which it will be used. It is 
a different proposition. This has been demonstrated in a number of 
cases where cargoes have gone out from England to New Zealand and 
Australia and places like that. There is where I feel that with the 
American producer you have some advantage, by reason of the better 
location and of the better opportunities for inspection of that mate- 
rial under American engineers. 

Senator Morgan. But in every case the inspection ought to take 
place at the point where it is used ? 

Mr. Lesley. I think. Senator, that the better practice is to inspect 
it, in shipments of this kind, for the quality— that is, the require- 
ments of the specifications — ^at the place where it is manufactured 
or at the point where it is to be shipped, and then, as it arrives at its 
destination, to inspect it again, to see that it has not suffered in the 
journey. 

Senator Morgan. That is right. 

Mr. Lesley. And not make a double inspection for quality. 
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Senator Morgan. And you want an American inspection, because 
then you can inspect the inspectors ? 

Mr. Lesley. That is the whole point, Senator. You have hit the 
nail on the head. This work is too serious to trust it to a $5 a week 
man working for testing laboratories 5,000 miles away. 

Senator Morgan. If oy any accident or incident a bad quality of 
cement should find its way into a dam that is required to be as nearly 
perfect as possible through all of its part, would not that be a disas- 
trous affair? 

Mr. Lesley. Most disastrous. 

Senator Morgan. So that it is necessary to have, in the use of 
cement, close inspection at the time of manufacture and close inspec- 
tion at the time of use? 

Mr. Lesley. Yes, sir. 

Senator Morgan. Otherwise you expose a great dam to weaknesses. 
if I understand it correctly, because of its want of uniformity oi 
strength throughout the whole extent of the structure? 

Mr. Lesley. That is right. I will give you an illustration in 
point: The largest dam in the world of a solid mass of masonry, 
only surpassed by the Pryamids as a solid block, is the Croton dam, 
near New York City, that has some 900,000 cubic yards of masonry, 
I think. The engineer there was only 100 miles from the place where 
he was buying his cement, and yet he would not establish his in- 
spector up at the mill to test that cement, because he said : '' I want 
him under my eye." 

He sent him up to sample carloads of cement, or bins of cement, 
and then he made him bring those samples down to his laboratory, 
which was next to the engineer's office, and absolutely make those 
tests where the engineer could catch anything that was going wrong 
at any time. So, also, at the Clinton dam, wnich is the largest body 
of water, I think, in this country held by a single dam, some 40,000,- 
000,000 gallons — precisely the same precaution was taken. Mr. 
Steams, the engineer, who has been before you here, would not let 
his inspector live at our mill. He said : '^ I do not believe that is 
right. I will let a fellow send the box down, but I will not let the 
inspector live at the mill. My reputation is at stake." 

Senator Morgan. That indicates that extreme care is to be taken 
in the use of cement in building dams? 

Mr. Lesley. Absolutely. 

The Acting Chairman. The Clinton dam that you refer to is for 
the Wachusett reservoir? 

Mr. Lesley. Yes, sir. 

The Acting Chairman. The one now being constructed as a reser- 
voir for the water supply of Boston ? 

Mr. Lesley. Yes, sir. 

The Acting Chairman. Your company had the contract for sup- 
plying the cement ? 

Mr. Lesley. Yes, sir. 

Senator Morgan. You have knowledge of the production of cement 
in the United States by all the large establishments ? 

Mr. Lesley. Yes, sir. 

Senator Morgan. You have investigated the subject very thor- 
oughly? 
Mr. Lesley. Yes, sir. 



3014 INVESTIGATION OF PANAMA CANAL MATTERS. 

Senator Morgan. Portland cement is made after a chemical for- 
mula? 

Mr. Lesley. Yes, sir; it is made within certain limits of lime, 
silica, and alumina. There are two formulas — ^what is known as 
Newberry's and what is known as Le Chatellier's formula. They 
relate to the proportion of the argillaceous materials (silica and 
alumina) to the calcareous (lime). 

Senator Morgan. That affects the proposition as to whether it is 
Portland cement or not? 

Mr. Lesley. Yes, sir. 

Senator Morgan. There is an allowance of a variation of 6 per 
cent from the formula? 

Mr. Lesley. Yes, sir ; or you mi^ht say that the lime content in a 

food Portland cement might vary &om 68 per cent in the old dome- 
iln practice to 63 or 64 under the modem rotary-kiln practice. 

Senator Morgan. Take either of these formulas as the standard 
that the Commission might adopt for the cement — ^would there be any 
difficulty in getting a number of American producers to supply the 
cement corresponding to the formula ? 

Mr. Lesley. Absolutely none whatever. 

Senator Morgan. None at all ? 

Mr. Lesley. No, sir. They make not only the chemical formula, 
which is the basis upon which the manufacturer makes what he calls 
his composition, and which is the raw material, before calcination, 
but they discover whether that is right by a clause which gives them 
the right to chemical analysis of the finished product. In other 
words, given a composition containing carbonate of lime, alumina, 
silica, carbonate of magnesia, and representing this by VXYZ, chem- 
ical analysis of the finished calcine product would show all these ma- 
terials, the carbonic acid gas having been driven out of the lime, and 
the magnesia and the calcine product, or Portland cement, showing the 
percenfiiges of these different materials readjusted in a new unit less 
the carbonic-acid ^s. The analysis of the finished cement will show 
whether the chemical formula of the composition was or was not 
right. 

Senator Morgan. The other questions relating to the production of 
cement would be those between competitive producers? 

Mr. Lesley. Right. 

Senator Morgan. As to who would make it the cheapest, and who 
would find the cheapest transportation to the Isthmus* 

Mr. Lesley. Yes, sir* 

Senator Morgan. And so on? 

Mr. Lesley. Yes, sir. 

Senator Morgan. We need not consider those? 

Mr. Lesley. Not at all. 

Senator Morgan. But your statement is that there is an abundance 
of material in the United States for producing cement according to 
any formula that the Commission may choose to adopt for the supply 
of that canal in all parts and at every place? 

Mr. Lesley. There is no doubt about it — on the Pacific coast nnd 
on the Atlantic coast and down the Mississippi Valley, and all points 
between, on a line right across the United States. There Is no 
doubt about it. 
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Senator Morgan. Then, when you speak of American cement you 
mean cement of the very best quality, uniform in its properties, and' 
reliable as a structural material? 

Mr. Lesley. Absolutely. 

Senator Morgan. That is what you mean by American Portland 
cement? 

Mr. Lesley. Yes, sir. 

Senator Morgan. Taken in these aspects, is it equal to Portland 
cement made in foreign countries? 

Mr. Lesley. Absolutely; and the general opinion to-day among 
engineers the world over is that we are making better cement. 

Senator Morgan. That is the point that I wanted to get at. In 
what respect could the cement produced in America be better than the 
foreign cement, or is it? 

Mr. Lesley. The answer to that would be this: Originally cement 
was pretty much. all labor. The raw materials — chalk and clay — 
were ground together in a wet paste or cream, which was run out into 
setting tanks or vats, where this material was allowed to dry by 
evaporation and decantation. After several months it was brought 
in onto heated floors, where further moisture was driven out. Then 
it was put into kihis, similar to the old-fashioned limekihis or bottle 
kilns, with a dome or chimney to them, and interlaid with layers of 
coke. These set kilns were then allowed to burn out, and the clinker 
produced was ground in old-fashioned millstones. Of course im- 
provements followed this practice in Europe of late years, and the 
early mills in this country were, to a certain extent, improvements on 
some of the old dome-kiln plants of Germany and England. 

Those processes were too slow for this countrv, and our labor was 
too high to admit of the successful growth of the industry under 
those conditions. Our quick manufacturing minds and clever in- 
ventors produced the great growth of the American industry by dis- 
coveries in new methods of grinding and new methods of burning. 
These two lines of discovery the iron mills, such as the Griffin, Kent, 
Huntington, and Gates & McCuUy crushers, gave an impetus to the 
preparation industry by perfecting and economizing on the grinding 
side of the business, while the development of the rotary Idln, which 
is essentially an American practice in Portland-cement manufacture, 
substituted possibly a little higher amount of fuel for a greatly les- 
sened amount of labor, as contrasted with the older processes. The 
result is to-day that American practice is beinff adopted all over 
Europe. ^ 

Senator Morgan. I was about to ask you that. 

Mr. Lesley. Yes. 

Senator Morgan. They are quitting the old mud practice? 

Mr. Lesley. Yes; they are coming to our practice. At the Lehigh 
to-day, or a few weeks ago, there was a Japanese, a Chinaman, and 
some fellow from New Zealand, to say nothing of some other men, all 
studying in that school how to make cement, or desiring to study it. 
We to-day are ahead of the world. 

Senator Morgan. You spoke about the rapid increase in the pro- 
duction of cement in America. That is because of the great demand 
for that material for structural purposes? 

Mr. Lesley. Yes, sir. 

p o— VOL 4—07 4 
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Senator Morgan. It is the increasing demand that caused the rapid 
Increase of production here? 

Mr. Lesley. Yes, sir ; and the number of new purposes for which 
it is used. 

Senator Morgan. That is a field that, apparently, at this moment, 
is inexhaustible! 

Mr. Lesley. Absolutely. There are some figures, up to 1892, Fhoiw-- 
ing how the industry has grown. [Exhibiting pamphlet to Senator 
Morgan.] 

Senator Morgan. Yes; I understand how it has grown. I was 
trying to get at the causes of it — whether they were speculation or 
causes that arose out of necessity. 

Mr. Lesley. Senator, I am afraid I may have to digress again. 

Senator Morgan. All right. Gro ahead. 

Mr. Lesley. I think it is due to this : A few hundred years ago this 
was a new country, and we had to have houses. 

Senator Morgan. Yes. 

Mr. Lesley. And we had to have stores and we had to have bridges 
and we had to have sidewalks. We took the first materia] that came 
to hand, which was wood. We had plenty of that. Europe de- 
stroyed her forests probably fifteen hundred years ago and lajne to 
permanent construction long before America was ever discovered. 

Senator Morgan. Yes. 

Mr. Lesley. America has come to the time when, by reason of her 
great wealth, she is coming to permanent construction for fire insur- 
ance and sanitary reasons. Further than that, she is coming to per- 
manent construction because the lumber is giving out. 

Senator Morgan. Yes. 

Mr. Lesley. When you come to that question, then, you get up to 
the line of least resistance. If you have no wo<od you come to brick, 
which has labor unions ; you come to stone, which is not to be found 
in all parts of the country — good building stone ; and the only other 
thing IS cement, which, with the broken stone, or the burned clay 
that can be made of gravel that is found everywhere, will build your 
houses anywhere that you could formerly build a wooden house. 

Senator Morgan. And in any shape you want it? 

Mr. Lesley. Yes, sir. 

Senator Morgan. And to any height you want it? 

Mr. Lesley. Yes, sir ; and it will stand more abuse than any man 
would dream of. 

Senator Morgan. Well, Mexico and Egypt and Syria all passed 
through the same process. 

Mr. Lesley. Yes, sir. 

Senator Morgan. And that caused the Mexicans to adopt the adobe 
houses. 

Mr. Lesley. Yes, sir. 

Senator Morgan. So that everything points to cement as a struc- 
tural material ? 

Mr. Lesley. I believe so. 

Senator Morgan. Therefore the market is inexhaustible in the 
future? 

Mr. Lesley. It seems to be. I am frank to say that in the early 
days of the industry one man said that he was going to make a mill 
that would make 3^000,000 barrels of cement, i said he was a crazy 





INVESTIGATION OF PANAMA CANAL MATTERS. 8017 

idiot. To-day he must be making 10,000,000 barrels a year. I was 
the man who was wrong, and yet I was one of the pioneers in the 
industry, and believed in it. But I did not believe it would grow 
as it has grown. 

Senator Morgan. Looking forward to the construction of this 
canal, we see that that is the material that can be most usefully em- 
ployed in all dams and fences against the water of every kind ? 

Mr. Lesley. Yes, sir. 

Senator Morgan. Therefore the quantity of cement that is to be 
used in this canal, no matter on what plan it is built, is at present not 
known ? 

Mr. Lesley. I think that is a perfectly safe proposition. 

Senator Morgan. And it is more liable to increase than to decrease, 
and to increase very greatly. 

Mr. Lesley. Yes. 

Senator Morgan. So that this question of the supply of cement is 
one of the essential points in the cost of these structures and in their 
endurance ? 

Mr. Lesley. Yes. sir. 

Senator Morgan. What is the effect of earthouakes upon cement 
structures, or have you any experience or knowledge in that direc- 
tion? 

Mr. Lesley. I shall have inside of the next three weeks a series of 
special photographs from the Pacific coast on that subject. There is 
a man out there taking them for me now. I would not like to say 
until I get those photographs. [Laughter.] 

Senator Taliaferro, x ou may not want to show them. 
[Laughter.] 

Mr. Lesley. I may not want to show them. But I am going 
through the motions, and doing the best I can to find out about it. 

Senator Morgan. I hope you will show them to the committee, 
when you get them, because we want to know, whether they go right 
or wrong to you. 

Mr. Lesley. I shall be very glad to put them at your service. 

Amonff other things, I edit some sort of a cement paper, when I 
have nothing else to do, and these are pictures for that paper. I shall 
be glad to hand you all pictures of anything we have, and any private 
ones, also. 

Senator Morgan. We may find use for those in the Senate. They 
will be of material interest. 

Mr. Lesley. I shall be glad to put them at your service. 

Senator Morgan. So that we can rely upon the quantity to be pro- 
duced, and the uniformitjr of production, as compared with any 
formula that may be prescribed t 

Mr. Lesley. Yes, sir. 

Senator Morgan. And the delivery at Colon would reauire only 
half the distance of ocean travel that woiald be necessary if we go to 
Europe to get the cement? 

Mr. Leslex. Yes, sir. 

Senator Morgan. Those are the advantages of the American ce- 
ment? 

Mr. Lesley. Yes, sir. 

Senator Morgan. I have no further Questions. 
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Senator Ankeny. You mentioned in your former contract that you 
were enabled to ship this at a lower rate by schooners in what were 
caUed"lots?" 

Mr. Lesley. Yes, sir. 

Senator Ankeny. Of course " lot '' is an indefinite term. What is 
a lot? What do you mean by a lot on a schooner? 

Ikjr. Lesley. I think I can give you that in one moment. 

Senator Ankeny. I mean, approximately. 

Mr. Lesley. I have two freight rates. The freight rate by schooner 
of 2,500 barrels to 3,000 barrels 

Senator Ankeny. Two thousand five hundred barrels is a fair 
schooner lot? 

Mr. Lesley. Yes, sir. They want 75 cents for that lot, but if the 
lot is made 5,000 or 6,000 they want 55 cents per barrel — a difference 
of 20 cents a barrel, according to the size of the lot The schooner 
will take 5,000 barrels very comfortably. 

Senator Ankeny. If you get such a contract as you contemplate 
there you propose to ship by schooner, do you ? 

Mr. Lesley. If it was permitted. But under those specifications 
we are absolutely excluded from both those propositions. 

Senator Ankeny. I understand now ; but what is the remedy that 
you want? Your privilege to ship by schooner? 

Mr. Lesley. Yes, sir. 

Just one more thing before I stop, for a moment, in connection with 
this last letting of cement, which was on the 19th of March. I have 
a letter dated March 30, from the traffic manager, where he makes a, 
tariff of $4.50, to take effect immediately after this letting on the 
19th, or every element of a midnight tariff that I have ever been able 
to see. In other words, we were asked up to the 19th to bid on a 
rate of $5 a ton. and here is a letter showing that up to the 19th, 
which was on a Saturday, I think, the freight was $5 a ton, and that 
is what we were up against in bidding, and on the 21st the new rate 
became effective, immediately after the letting. That helps the 
American producer, likewise! This information is furnished in a 
letter from Mr. Walker, a copjr of which will be found at the end of 
the statement that I have submitted to the committee. 

The Acting Chairman. What reason do you give for the condition 
that you have just stated ? 

Mr. Lesley. I have no reason to give. I do not think that there 
is any willful intention to do anything wrong on the part of the 
Government or the Commission. I think it is just one of those things 
that happen, possibly, with a number of officers in different lines, 
without any direct purpose, probably, who have done these things, 
each man intending to get what he wanted, without relation to a 
homogeneous whole. I do not believe that the Government meant 
to do what I have indicated. I do not believe there was any delib- 
erate intention or malice, but that it happened because of a lack of 
concentration or purpose with relation to all the things to be accom- 
plished. 

Senator Tallaferro. How do you account for the repetition of 
these objectionable specifications, these unfair specifications, from 
your point of view, after the attention of the purchasing agent had 
been called to the facts? 
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Mr. Lesley. I do not believe I can account for it, sir. 

Senator Taliaferro. I wish I could get your expression in tiie 
record, [Laughter.] 

Mr. Lesley. I would rather not express an opinion. I try to be 
straight and fair, and I have nothing to say on that subject. I do 
not want to give guesses. 

Senator Morgan. It might possibly have all come through a de- 
sire to make the income of the railway and these steamers very lai^! 

Mr. Lesley. That would be one wav- 
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cement on the Isthmus and sell it to the Government at a less cost 
than it would cost them to get it from the United States? 

Mr. Lesley. I believe that that will be a purely commercial ques- 
tion. I believe investigations are being made now on those lines, and 
I think that the whole problem will work itself out on the line of 
a demand and a supply at the lowest price to meet the demand. 

There is this to be considered : On all important work there is gen- 
erally a clause that the cement must have been three years in use before 
it can be allowed to be used. That is the Government requirement, 
and I think they should adhere to that on this great work. 

Senator Morgan. That it should be three years in use before it was 
used by the Government? 

Mr. Lesley. Yes; it must have a reputation of having stood for 
three years in a public work of some kind. 

Senator Morgan. If the cement that is used by the Government 
varies 3 per cent from the formula, and the cement that is offered for 
sale to the Government varies 2 per cent, that would settle that ques- 
tion, although it had not been used three years ? 

Mr. Lesley. The general opinion is that cement is like a man — ^it 
has got to show its character by its life, and not by its analysis. 

Senator Morgan. If that is so, we had better not use any, because 
it would be under water, and the structure will be completed, and we 
would not know whether it was going to go to pieces, because it would 
not be three years old when it was put in. 

Mr. Lesley. I do not mean that. Senator. I mean the brand of 
cement must have been used three years. It must be the product of 
a particular mill, the cement from which has been used for three 
years. Each of these mills has a brand, such as the Atlas, Vulcanite, 
Lawrence,, and so on, and each mill has a product sold under its 
brand. The Government says : " Before we will use a cement on an 
important piece of work you must show that your cement has a 
brand and has been in the market for three years, and has stood under 
similar climatic conditions or on a similar character of work to that 
for which you offer it." 

Senator Dryden. That is an old rule of the Government? 

Mr. Lesley. Yes, sir. 

Senator Morgan. Is it a law or a regulation ? 

Mr. Lesley. It is a regulation of the army engineers. 

Senator Morgan. That was probably put in by some engineer who 
was afraid to trust chemistry and who wanted to draw on experience. 

Mr. Lesley. A good many engineers out of the Army have put it 
in, too, I think. It is very fair. 

I think that is all I have to say, gentlemen. 

The Acting Chairman. As I understand, gentlemen, Mr. Lesley's 
statement is the only one that you desire to have made? 

Mr. AcKERMAN. Yes, sir. 

(The committee thereupon adjourned.) 
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(By order of the committee, the following papers are printed in 
connection with the statement of Mr. Lesley :) 

Argument on hehalf of the Association of American Portland Cement 
Manufaci/wrers^ in reference to the purchase of American materials 
for use in the construction of the Panama Canal. 

THE POSITION OF THE PANAMA CANAL COMMISSION. 

The position of the Panama Canal Commission in this matter is 
stated in letter by the secretary, Joseph Bucklin Bishop, under date 
of April 16, 1906, copy of which is appended herewith. This letter 
states that the last purchase of Portland cement for the canal was of 
foreign Portland cement; that the lowest bid received on American 
cement was 37 cents higher than the lowest bid on foreign cement, 
and that 20,000 barrels purchased would have cost $7,400 more, if the 
use of f orei^ cement had been prohibited, and that " the policy of 
the Commission was, if the prices had been anything like equal, home 
concerns would have been favored." 

In his testimony before the Senate Interoceanic Canal Committee, 
as reported in the New York Evening Post, Secretary Taft, being 
interrogated as to the purchase of American material for use on the 
canal, stated : " The policy of the Government was to build the canal 
as cheaply as possible, buying materials in the open market " (regard- 
less of the fact whether they were manufactured in the tfcited 
States or not) . 

In reply to a question by Senator Dryden he said further : " The 
question now is the duty oi the Executive to decide where purchases 
shall be made, and if Congress does not take any action, it will be 
understood that the decision is to pursue the course I have laid down, 
namely, open-market purchases. 

" Would you prefer action by Congress? " inquired Senator Dryden. 

" I would much prefer to have Congress legislate," replied Secre- 
tary Taft. 

The above two statements summarize, so far as is known, the posi- 
tion of the Panama Canal Commission and the Government in refer- 
ence to purchase of American material for use in the construction 
of the Panama Canal work, and it is not in criticism of this action, 
but in furtherance of the Secretary of War's preference that Con- 
gress should legislate, that this committee appears before your honor- 
able body to show why it is the duty of Congress to le^slate in favor 
of American materials, and why such legislation will procure the 
cheapest materials and enable the Government to build the canal as 
" cheaply as possible." 

WHO ARE INJURED BY THE OPEN-MARKET PURCHASES. 

First. The American manufacturer, American labor, and other 
American interests who depend upon the production of materials in 
this country. 

Second. American coastwise commerce, interchange of American 
commodities with South American republics. 
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FACTS THAT MAY BE ADMITTED. 

First. That there is no duty on materials entering the Panama 
Canal Zone and intended for use in the construction of the isthmian 
canal. 

Second. That the only direct steamship line from New York to 
Colon is the Panama Steamship Line, directly controlled by tlie 
Isthmian Canal Commission. 

Third. That American Portland cement is in every respect, so far 
as quality is concerned, the equal of any Portland cement manu- 
factured in the world. 

HISTORY OF THE LETTING OF PORTLAND CEMENT CONTRACTS FOR TFTR 

PANAMA CANAL. 

The first specifications for Portland cement for the Panama Canal, 
issued October 20, 1904, specified "American Portland cement," and 
bidders were asked to name the price delivered at Colon — 

(a) " Shipped by way of New York by Panama Railroad steamers, 
with freight from New York to Colon paid by the Commission," or 

(&) " Shipped from any convenient port, freight and all other 
charges paid oy the bidder." 

At this letting there were nine bidders, all American, and the con- 
tract went to an American manufacturer. 

Circular No. 268, of August 23, 1905, of the Panama Canal Com- 
mission called for a proposal on 20,000 barrels of " Portland cement," 
and — 

(a) Stipulated " Portland cement," leaving the word "American " 
out; 

(&) " Delivery only bv steamship." 

At this letting ten bids were received, five of which were for for- 
eign cements; and the contract went to a foreign cement manufac- 
turer, at 37 cents per barrel less than any American tender. 

(This is the letting referred to in Mr. Bishop's letter.) 

Circular No. 301, on which bids were received on March 19, 1906, 
" Portland cement " is asked for, the word "American " being again 
omitted, and it is specified that all articles are to be delivered C. I. F. 
on dock (by steamer) at either Colon or La Boca. 

At this letting nine bids were received, all of which were for for- 
eign cement. 

It will be noted from the above — 

First. That the word "American " has been stricken out in the two 
latter specifications. 

Second. That shipments must be made by steamer. 

AMERICAN FREIGHT RATES. 

The only direct steamship line from New York to Colon is that 
controlled by the Isthmian Canal Commission, and in the specifica- 
tions of that Commission the deliveries of cement are in such small 
lots that no contractor would charter a steamer for so small a ship- 
ment as 600 tons of cement at a time — ^the amount required — and thus 
the American manufacturer to make deliveries, is limited — on the 
Atlantic coast, at least — ^to a single line of steamers doing a general 
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business, which line is controlled by the Isthmian Canal Commission. 
This line names the arbitrary rate of $6 a ton of 2,000 pounds on 
cement, to apply on the requisition covering delivery of cement up to 
December, 1906. This is at the rate of $1 per barrel. 

It will be noted in these latter specifications, deliveries by schooner 
or other coastwise vessels sailing under the United States flag, and 
doing business along the coast of the United States, handling mate- 
rials in small lots, are excluded, and the deliveries must be made by 
steamers from this country, thus limiting practically the delivery of 
cement on these latter contracts to shipments on a line of steamers 
controlled by the Isthmian Canal Commission. 

FOREIGN FREIGHT RATES. 

There are a number of lines of steamers running from England, 
Belgium, Germany, etc., touching at Colon, carrying general cargoes 
to South American ports, and on these steamers rates as low as 60 to 
68 cents per barrel on Portland cement can be made, though the dis- 
tance is about double that from New York to Panama. Further 
than this, tramp steamers going to South American ports from Eu- 
rope for return cargoes have named rates for delivery of cement at 
Colon as low as 45 cents. 

THE FREIGHT SITUATION. 

Thus, on the (Question of freights from the United States for Ameri- 
can goods, destined for American work and to be paid for by Ameri- 
can money, an American line of steamers controlled by the Isthmian 
Canal Commission, created by an American Congress and operated 
under this American Commission, names a rate so high as to prac- 
tically exclude American materials from any competition whatever, 
and the Commission controlling this steamship line names the speci- 
fications, so as to exclude all American coastwise sailing commerce 
from any competition with its own line, and permits foreign steamers 
to land at its docks and deliver foreign goods to the exclusion of the 
American product in American bottoms. 

Further than this, it will be noted by the letter of the Panama 
Steamship Company (filed herewith) that the Isthmian Canal Com- 
mission, a branch of tne United States Government, or the Panama 
Steamship Company, which it operates, is actually doing everything 
which the railroads of the country, operated by individual owners, 
are alleged to be doing, to the injury oi the public. 

The last letting of cement for the Panama Canal was March 19, 
1906. Under the discriminating clauses limiting the size of cargoes 
to lots too small for the chartering of a steamer, and under the dis- 
criminating clauses excluding any deliveries except in steamships, 
it will be noted that at that time by the terms of the specifications, 
the Isthmian Canal Commission drove American manufacturers to 
make their bid based upon a freight rate of $5 a ton, which was the 
rate exacted by the single line running to Colon, which line was con- 
trolled by the Isthmian Canal Commission. 

It will be noted further, by the same letter, that the rate made to 
American manufacturers, up to and including March 19, the day on 
which the bids were closed, was $5 a ton, and that immediately there- 
after (namely, March 21) this line of steamships, controlled by the 
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Isthmian Canal Commission, made practically a ^^ midnight tariff,'' 
reducing the rate to $4.50 a ton^ at a time when it was too late for 
American manufacturers to avail themselves of it, and when it Tvas 
thus directly discriminating in favor of foreign manufacturers. 

As has been shown above, foreign freight rates from London to 
Colon, 4,742 miles, and Hamburg to Colon, 5,049 miles, average 
from 45 to 70 cents a barrel, as against the issued rate of $1 a barrel 
by the Panama Steamship Line. The distance from New York to 
Colon is 1,972 miles, or less than half the distance. 

Assuming that the Panama Steamship Line, managed bv the Isth- 
mian Canal Commission, a part of the Government, could transport 
freight half the distance ana make a profit at the same rate that for- 
eign vessels could carry double the distance and make a profit, the 
result would have been that, assuming that the American steamers 
charged 67 cents a barrel instead of $1, thus meeting the average of 
foreign freights, there would have been a profit to the Panama Steam- 
ship Line — 

By its freight rate of |1 per ton, of $8,000 

Against a loss by the purchase of American cement, as per Canal Com- 
mission letter of Mr. Bishop, of 7,400 

Thus showing a profit to the Isthmian Canal Commission, through 
its steamship line, of 1,200 

had the purchase of American materials been made and proper rates 
been made to American shippers, to say nothing of the gam to the 
country by fostering its industries. 

SUMMARY OF THE CASE. 

Summing up this matter, it may be divided into two branches : 
Quality of American Portland cement. — The Isthmian Canal Com- 
mission IS under the control of the War Department. The United 
States Army engineers, who are doing all the important work for 
the War Department, specifiy "American Portland cement " for all 
their work. The Isthmian Canal Commission, composed of distin- 

{^uished engineers, at their first letting specified " American Port- 
and cement." This seems to settle the question of quality, Ameri- 
can Portland cement being equal to any Portland cement in the 
world. 

Exclusion due to high freights, — ^Assuming the quality to be as 
stated, the enhanced cost of American Portland cement on the Isth- 
mus of Panama is due to the discrimination by the Isthmian Canal 
Commission against American articles, by — 

(a) Striking the word "American " out of the specifications; and 
(&) By limiting the deliveries to steamers and naming over its 
own line an arbitrary freight rate, working directly in the interests 
of the foreigner. 

CONCLUSION. 

In conclusion, upon this state of facts, it may be said that not only 
has the American manufacturer, paying for American labor with 
American money, the right to be afforded an opportunity to supply 
material upon a work done by the American Government with Ameri- 
can money, for an American canal, through an American Isthmus, 
but further, the American coastwise commerce is entitled to an oppor- 
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tunity to competition, for the delivery of the shipments of American 
cement upon tnis work, on fair terms with European vessels. 

It is respectfully urged that in making appropriations to the Canal 
Commission for future work, that the same be limited to be expended 
only for material of American manufacture, and shipped in Ameri- 
can vessels (sailing or steam). 

Philadelphia, Pa., April H^ 1906. 



Washington, D. C, April 16, 1906. 

Sir : In the absence of Mr. Shonts, I have the honor to acknowledge 
the receipt of your letter of the 16th instant, transmitting a com- 
munication from the Hon. William Lorimer, dated the 10th instant, 
inclosing a letter from the Chicago-Portland Cement Company, bear- 
ing date April 2, 1906, with reference to the last purchase of Port- 
land cement by the Isthmian Canal Commission on October 7, last. 
. When the lot of cement in question was purchased a number of bids 
were received on American cement and a number also on foreign 
cement. The lowest bid received on American cement was 37 cents 
per barrel higher than the lowest bid on foreign cement. After full 
investigation and test the lowest bid was accepted and the cement 
furnished on the contract has proven to be very satisfactory. As the 
quantity of cement purchased at that time was 20,000 barrels, you 
will note that this lot of cement would have cost $7,400 more if the 
use of foreign cement had been prohibited. 

The statements made in the communication from the Chicago Port- 
land Cement Company as to the desirability of purchasing materials 
needed in the construction of the canal as far as possible in the United 
States are fully appreciated, and where prices have been anything 
like eqjual home concerns have been favored. 

I think you will agree, however, that in the case of the lot of cement 
in question the Commission would not have been justified in paying 
$7,400 more for American cement than for forei^ cement, particu- 
larly in view of the fact that there was no doubt as to the quality of 
the foreign cement being fully equal to that offered by the lowest 
bidder on American cement. 

Very respectfully, Joseph Bucklin Bishop, 

Secretary. 

Hon. A. J. Hopkins, 

United States Senate^ Washington, D. G. 



Panama Railroad Company, 

New York, March 30, 1906. 
United Building Material Company, 

320 Broadway, New York. 

Dear Sirs : In reply to your inquirv of even date regarding rate on 
cement from New i ork to Colon, we Deg to say that the present figure 
by our line is $4.50 per ton of 2,000 pounds. This rate became effect- 
ive on the 21st instant. The rate from December 31, 1905, to March 
31 this year was $5 per short ton. 

Yours, truly, R. L. Walker, 

Tragic Manager. 
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SOME STATISTICS OF THE CEMENT INDUSTRY IN AMERICA. 
[By R W. Lesley, yice-president American Society for Testing MateriAk.] 

I have been asked to give you in very brief form a few figures on 
the growth of the American Portland cement industry, with which 
I have been connected for many years. Of course much of what I 
have to say is ancient history, because it is only ancient history from 
which diagrams can be made; and as the principal part of what I have 
to say to you to-day consists of diagrams, you can understand that 
ancient history is the essential part of my discourse. 

The American Portland cement industry is one of the remarkable 
developments of the past twenty vears; in fact it might almost be said 
of the post ten years. The words '* cement" and '* concrete" to-day 
seem to the engineer almost as familiar as iron and stone, so far as con- 
struction is concerned, and the engineering papers are filled with articles 
of the most interesting character, describmgf the various forms of con- 
crete and reinforced concrete construction, and yet it is quite within 
the knowledge of the writer in his early cement days that to find a 
single paragraph in the scientific papers of this country, or even of 
England, referring to this subject was the occasion of more or less 
rejoicing. 

When we talk of the consumption of an article, the use of an arti- 
cle, and the growth of an industry, we may generally find that along 
parallel lines will be the growth or the literature of the subject. This 
IS one of the interesting developments of the growth of the industry 
to those who have been for years connected with it. 

In speaking of this subject I want to call your attention to a diagram 
showing, by the comparative height of a cement barrel, the growth of 
the American Portland cement industry. These figures speak for 
themselves, and if the table were brought up to the present period by 
adding the year 1903, for which values are soon to be published, the 
results would be even more remarkable. These barrels pictorially tell 
the tale of the development of the industry, and emphasize more than 
words could what American manufacturers have been doing. 

It will be remembered that in the seventies practically all the Port- 
land cement consumed in the United States came from abroad, and 
that foreign cement, especially the German and English brands, had a 
reputation which it was difficult to overcome and commanded the 
market for all large work. The difficulties of the establishment of 
American Portland cement have been told in other papers by the 
writer, and it is needless to repeat them here; but the diagram which 
follows shows for the past twentv years the relation of the American 
production to the imports of foreign cement, and how gradually 
American production has overtaken importation, until the latter bears 
but a small percentage to the enormous consumption of Portland 
cement in this country. This table shows the domestic production 
and imports of Portland cement from 1882 to 1902. 

At tne beginning of this period we made 17,000 tons of Portland 
cement and about a million tons of natural cement, and imported about 
74,000 tons of Portland cement. Until 1897 the production of Amer- 
ican Portland cements was much less than the foreign importations, 
but in that year it forged ahead rapidly. This growth was due to a 
number of causes, of which an important one was the sudden realiza- 
tion by engineers that there was nothing to prevent the manufacture 
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of good Portland cement in this country except their refusal to buy it. 
Awut that time specificstions were recast so as to accept material made 
in thia country which was of satisfactory character. When users of 
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cement found how easily their requirements were met by American 
producers, they began to call for finer grinding than before, higher 
tensile strengths, and other properties. These specifications improved 
the quality of the American product until to-dfiy it is the equal of that 
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COMPAHATIVE DlAOBAH ShOWIHO DoHISTlC PRODUCTION AND iHFORTB OF PORTLAND CeUBNT. 

of any country. Under such conditions it is not surprising that the 
foreign imports have fallen off materially of late. 

Portland cement, however, i« not the only cement that this country 
produces, because since the early days of canals the United States has 
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been one of the great producers of natural cement, and much important 
work has been done for years with such j?ood cements as those made 
in the Cumberland, Lehigh, Louisville, and Milwaukee cement districts. 
These were the first cement works of the country, and an examination 
of the census report for 1850 shows there were 35 cement works in 
the United States, all making natural cement, and having a dailj 
capacity of 14,500 barrels. 

The following table shows the relation of natural and Portland 
cement^to each other in this country and the remarkable growth in 
the annual output per individual cement plant as compared with the 
early figures of 1850: 

Production and consumption of natural and Portland cement in the United States and 

average productive capacity of American cement mills. 



Census year. 



1860 
1860 
1870 
1880 
1890 
1900 
1901 
1902 



Popula- 
tion. 



28,191,876 
31,443,821 
88,568,871 
50,166,783 
62,622,260 
76,803,387 
80,000,000 
81,500,000 



Domestic 
produc- 
tion, in 
barrels. 



b 609, 110 
«> 767, 080 
t> 2, 033, 893 
e> 2, 072, 943 
7,776,616 
16,866,539 
19,796,948 
26,274,949 



Total per 

caplta.in 

pounds. 



6.5 

7.8 

15.8 

dl3.9 

d60.2 

dSO.S 

CI94.8 

dl28.7 



Number 

of mines 

orquar> 

ries.a 



85 

14 

45 

28 

«79 

/114 

0116 

A 127 



Total 

number 

of barrels 

per mill. 



014,546 
054,790 
c 46, 198 
c 74, 034 
98,438 
147,940 
170,720 
199,016 



Barrels of 

Portland 

cement 

per mill. 



20,970 
169,640 
227,000 
265,000 



Barrels of 
natural 
cement 
per mill. 



14,546 

54,790 

45,198 

74.084 

118,118 

130.990 

118,060 

129,750 



a Establishments. 

b Estimated from reported valuation at $1 per barrel. 

e Estimated from reported valuation at 91 per barrel, and assumed to be all natural rock cement. 

<2 Includes imports. 

« Portland, 16; natural, 63. 

/ Portland, 50; natural, 64. 

fir Portland, 56; natural, 60. 

h Portland, 65; natural, 62. 



These figures show that in 1850 there were 35 cement mills in the 
country, all making natural cement and having an average annual 
capacity of 14,500 barrels a year. In 1890 there were 16 Portland 
cement mills of an average capacity of 21,000 barrels, and 63 natural 
cement mills with an average output of 98,400 barrels. In 1902 there 
were 65 Portland cement mills averaging 265,000 barrels, and 62 nat- 
ural cement mills averaging 199,000 barrels. 

From the above an excellent opportunity is afforded of comparing 
the relation of the natural cement industry to the Portland cement 
industry in this country, and, when taken in connection with the fore- 
going table of imports of foreign cement and manufacture of Ameri- 
can Portland cement, give an excellent idea of how Portland cement 

of American manufacture is gradually taking the place of all other 
cements in this country. 

Still more marvelous is the growth in the consumption of natural 
and Portland cement per capita in this country. In 1850, when con- 
struction based on scientific principles was in its early days, each citi- 
zen required an average oi 6.5 pounds. Just before the civil war- 
about f.3 pounds were enough. In 1870, when things were doing 
well generallv, 15.8 pounds were ample. In 1880, after the Northern 
Pacific episode, when construction was checked, the necessities of the 
average citizen fell to 13.9 pounds. In 1890, however, people were 
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Te&lizing that permanent construction was desirable, and 50.2 pounds 
were required. By 1900, 89.8 pounds were necessary, and in 1902 
this figure rose to the surprising total of 123.7 pounds. 

In addition to the fact of this great consumption in the United States 
and of the fact of the decrease in imports, it is an additional source of 
gratification to Amerii^an manufacturers to know that the imports of 
Portland cement to the United States during the present year 1904 
are not likely to exceed 500,000 barrels, an amount just about equal to 
American exports of Portland cement. 

The figures above practically show the condition of the trade in this 
country, but for purposes of comparison for those who are looking 
into the production of Portland cement as a world industry it may be 
siBted that this country to-day has a producing capacity of nearly 
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30,000,000 barrels, and, according to the best figures obtainable for the 
year 1903, actually produced 21,000,000 barrels, all of which was used 
here. Germany, wnich is recognized as the leading world's producer, 
had in 1903 a capacity of 30,000,000 barrels, sold about 20,000,000— 
of which 4,500,000 were exported— leaving the consumption of Ger- 
many about 15,000,000 barrels, as compared with the consumption of 
this country of 21,000,000 barrels of American manufacture and 
2,500,000 barrels of imported manufacture, and about 500,000 barrels 
of slag cement, a total of 24,000,000 barrels. It is thus seen how fast 
our country is comii^ to the front as a great consumer of Portland 
cement- 
In connection with all the foregoing, it may be stated that most of 
these important results are due to American engineers and their faith 
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in the American product, and much more will be due to our onvn 
society, by rea8on of the care and attention it has given to the prepara- 
tion of standard specifications for Portland cement. These specifica- 
tions which are before our body to-day have been prepared by a joint 
committee, composed of representatives of the American Society for 
Testing Materials, American Society of Civil Engineers, American 
Railway Engineering and Maintenance of Way Association, and the 
Association of Portland Cement Manufacturers, under Prof. George 
F. Swain as chairman. 

Needless to say, the task has been long and arduous, but it is hoped 
not a thankless one. It is the belief of the writer that when specifi- 
cations for Portland cement have become standardized in this country, as 
they will certainly become through the work of our society, there will 
be no limit to the growth of the industry. The standardization of 
specifications will allow manufacturers to produce a more uniform 
and regular and, by the very fact of standaraization, a cheaper article, 
and consumers will have an article of the best quality, thoroughly 
governed in its production, and one which will in the next peri(S of 
our growth prove the cheapest and safest of building materials. 
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Senator Morgan. Have you charge of the trafiBc arrangements of 
any other company? 

Mr. Walker. No, sir. 

Senator Morgan. How long have you been connected with the 
Panama Railroad? 

Mr. Walker. I am in the ninth year; eight years and a little over. 

Senator Morgan. Who was your predecessor in that oflSce? 

Mr. Walker. John Muir. 

Senator Morgan. Had he served the company for a long time? 

Mr. Walker. 1 think about four years. No; I think it was two 
years— from 1895 to 1897. 

The Chairman. Do you regulate the traffic on the ships, as well as 
the road? 

Mr. Walker. Yes, sir. 

The Chairman. You have charge of both? 

Mr. Walker. Yes, sir; the whole thing. 

The Chairman. Senator Morgan, you might proceed with Mr. 
Walker, if you are ready. 

Senator Morgan. I had supposed that one of you commercial gen- 
tlemen at the head of the table would take up these matters with Mr. 
Walker. 

The Chairman. I do not know just exactly how to proceed in this 
particular case. 

I had always understood that the ship business was separate from 
the Panama road. 

Mr. Walker. It is just one corporation — the Panama Bailroad 
Company. 

The Chairman. The ships are included in the property? 

Mr. Walker. The ships are owned by the railroad company. 

Senator Kittredge. Do you know about the cost of doing business 
across the Isthmus on the Panama Railway? 

Mr. Walker. Well, of course, you know my information in that 
is secondary. I get it through the auditors, and they give me the 
figures. The cost of railroad transportation on the Isthmus is about 
$3; $3.06, I think. 

Senator Kittredge. That is the statement made by Secretary Taf t. 

Mr. Walker. Yes. I got it at that time. He asked me for it, and 
I hunted it up in the records. 

Senator Morgan. Three dollars a ton ? 

Senator Kittredge. Three dollars and six cents per ton. Is that 
right? 

Mr. Walker. Yes, sir. 

Senator Kittredge. How does that compare with the cost of rail- 
way transportation in this country? 

Mr. Walker. Well, it is very, very high. Our equipment down 
there is old fashioned; small cars, small locomotives. They can not 
carry many tons per train. The cars have only been able to carry 
about 12 tons each, and then there is that franchise tax, that puts a big 
cost in there. I figure that out about, on an average, 67 cents a ton on 
the commercial freight that we handled last year. 
, Senator Kittredge. By "franchise tax" you mean the amount 

Mr. Walker. The $250,000 a year that was paid by the contract to 
Colombia. 
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Senator Morgan. Twenty-five thousand dollars to Panama, and 
$225,000 to Colombia? 

Mr. Walkeb. Yes, sir. 

Senator Kittredge, Can you give us the average cost of transpor- 
tation in this country ? 

Mr. WaIiKBk. No, sir. 

Senator Morgan. I would like to know one thing that 1 do not 
know anything about. What do you call a ton, say of fine merchan- 
dise? Do you call it a ton in weight or a ton by measurement? 

Mr. Walker. We divide the ton weight and the ton measurement, 
not bv the quality of the goods, but by the fact of whether 2,000 
pounds measure more than 40 cubic feet or less; and on European 
business they use the long ton of 2,240 pounds. So that in quoting 
a rate to all of our territory, except the Pacific coast of the Unitea 
States, we say ton weight or measurement. Then, if we get the most 
money by charging for 40 cubic feet, we charge the ton that way. 
If the most money comes by charging for 2,000 pounds or 2,240 pounds, 
we charge that way. 

Senator Morgan. I was merely trying to get some information about 
it. I did not undei;^tand. 

Mr. Walker. It is a very difficult thing for anybody to understand 
that is not in the steamship business. I see every time we have to do 
with a railroad man he gets all mixed up on it. 

Senator Simmons. If you had proper modern equipment, would there 
be any greater cost for transportation over the Isthmus on the line of 
this road than there is in this country, except this sixty -six one^hun- 
dredths cent that you speak of, due to the subsidy? 

Mr. Walker. It seems to me that the cost of railroad transporta- 
tion in a tropical country is always going be more than it is in the 
United States, or in the northern part of the United States any way. 

Senator Simmons. Why ? 

Mr. Walker. Because the labor is not so efficient. You have got 
to hire a great many more men. The wages of each man may be less. 
I know, when I was with the Savannah Line, the cost in Savannah was 
high as compared with the cost in New York, because they had to use 
so many more men to do the same work that they would do in New 
York. 

The Chairman. If you were operating a road here for the same dis- 
tance as that, say, 40 or 42 or 43 miles, would not that add very 
materially to the cost here? 

Mr. Walker. Yes; because the expenses for the terminals there 
would be the same, whether your road was a long haul or a short haul. 

The Chairman. I should think the short haul would make the cost 
a great deal more than where there was a long haul. 

Mr. Walker. Certainly. 

Senator Morgan. To prosecute my inquiry just a little further, as I 
want to understand it better; 40 cubic feet is regarded as a ton? 

Mr. Walker. Yes, sir. 

Senator Morgan. That is, by measurement? 

Mr. Walker. Yes, sir. 

Senator Morgan. And if the material that occupies 40 cubic feet is 
more than a short ton, 2,000 pounds, why, you charge for the weight? 

Mr. Walker. Yes, sir. 
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Senator Morgan. And if it is less, you charge for the measurement? 

Mr. Walker. Yes, sir. 

Senator Morgan. That simplifies it. And the European people, or 
the English people, use the long ton. How many feet does that 
occupy! 

Mr. Walker. They use the same thing, 40 cubic feet for a 2,240- 
pound ton. 

Senator Morgan. And if the material weighs over 2,240 pounds, 
they charge as you do on this side? 

Mr. Walker. Yes, sir. In fact, in Germany there is another differ- 
ence. They use the 1,000 kilos, which is 2,204 pounds. 

Senator Morgan. Yes. 

Senator Simmons. How many tons did you say the average car car- 
ried in Panama? 

Mr. Walker. The little cars that we have been using would hold 
12 tons. 

Senator Simmons. What does the average car hold in this country ? 

Mr. Walker. They are building cars very large now. Some of 
them will carry 50 tons. They have put some heavy flat cars down in 
the Isthmus recently, that will carry 40 tons. 

Senator Simmons. Have they made any change at all in the character 
of the engines that they are using down there? 

Mr. Walker. They are getting new engines down there now. 

Senator Simmons. New engines and larger cars? 

Mr. Walker. Yes, air. 

Senator Simmons. What has caused the delay in superseding this 
old equipment? 

Mr. Walker. I do not know. 

Senator Morgan. Now, Mr. Walker, through the changes in cir- 
cumstances and conditions, the United States is to-da}^ through the 
medium of the Panama Railroad, carrying on traffic arrangements 
with a number of lines, as I understand it? 

Mr. Walker. Yes, sir. 

Senator Morgan. And those traffic arrangements were explained by 
Mr. Drake here, who gave us a sample of bill of lading and also a 
sample of a traffic contract — the old one. 

Mr. Walker. Oh, the contracts that we had with the Pacific car- 
riers? 

Senator Morgan. And with others, too. Those arrangements are 
now conducted by current correspondence? 

Mr. Walker. Yes, sir. 

Senator Morgan. Rather than by settled agreements? 

Mr. Walker. Yes, sir; by the exchange of letters. 

Senator Morgan. I would like to have you state consecutivelj^ and 
in your own waj^, what arrangements the United States is bound by in 
consequence of its connection with this traffic of the Panama Railroad. 

Mr. Walker. The corporation of the Panama Railroad is bound to 
accept all the car^o that is brought to us by the lines with which we 
have through-billing arrangements on one ocean, to carry it promptly 
across the Isthmus, and deliver it to the carrier beyond for transporta- 
tion to destination. 

Senator Morgan. This obligation to accept the cargo obtains and is 
in force only at the Isthmus? You do not have the same obligation 
in New York ? 
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Mr. Walker. I think, as a common carrier, we are bound to take 
all cargo that is tendered to us in New York by any line bringing it 
into New York or any individual in New York; that is, the steamship 
line. 

Senator Morgan. But do the traffic arrangements bind you to take 
from other lines of steamships or other ships all the cargo they may 
bring, and that you will carry it across the Isthmus on the basis of the 
traffic percentage? 

Mr. WALKER. With the lines with which we have these through- 
billing arrangements; yes. 

Senator Morgan. That is the point? 

Mr. Walker. Yes. 

Senator Morgan. That is effected by through-billing arrangements? 

Mr. Walker. Yes; we have to arrange a through-billing arrange- 
ment, because the freight is always prepaid outward and collected 
homeward. 

Senator Morgan. Yes. 

Mr. Walker. I speak of Europe or New York as "homeward." 

Senator Morgan. It is paid ana collected at the home port? 

Mr. Walker. Yes; except the San Francisco business or the Pacific 
coast business; and there the inititial carriers will trust the final car- 
riers to make the collections. 

Senator Morgan. The rate of charges that prevails and is universal, 
I think, in these allied companies, transporting companies, is 26 per 
cent of the charges for freight upon the cargo that crosses tne Isthmus 
in either direction, if I understand it. ' 

Mr. Walker. Well, that is not exactly that way. It differs. The 
initial carriers publish tariffs, and they also have authority to make 
special rates, down to a certain minimum, and on freight from 
Europe to Panama, for delivery from Panama to consumers, the divi- 
sion of the through rate is 45 per cent to the railroad and 66 per cent 
to the steamers. 

On freight from Europe to ports of the South Pacific beyond 
Panama the through rate is divided so as to jpay the railroad company 
26 per cent. On freight from Europe to Central America the rail- 
road gets 23i per cent. On freight from Europe to Mexico it is 26 
per cent. From Europe to San Francisco it is 24f per cent. The 
rates from New York to the South Pacific divide 38 per cent to the 
steamers beyond Panama and 62 per cent between New York and 
Panama. Now, we subdivide that 62 per cent — 66 to our steamers and 
46 to the railroad company; and we allow the same divisions to apply 
on business from New York by the Atlas Line — ^that is, the Hamburg- 
American Packet Company — and the Royal Mail Steam Packet Com- 
Eany. And from New Orleans the divisions are the same with the 
Fnited Fruit Company. 

Senator Morgan. The different percentages that you have just 
named are obligatory upon the United States? 

Mr. Walker. For nmety days. 

Senator Morgan. They can be changed at the end of ninety days by 
either party? 

Mr. Walker. Yes, sir; by mutual agreement. 

Senator Morgan. And they can be abandoned by either party with- 
out a mutual agreement? 
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Mr. Walker. Yes; that is, you would have to give ninety days' 
notice. 

Senator Morgan. You would have to give ninety days' notice of the 
abandonment of the agreement? 

Mr. Walker. Yes. 

Senator Morgan. And what takes place after that is by mutual 
agreement? 

Mr. Walker. Yes; or by arbitrary action on the part of the railroad. 

Senator Morgan. When you come to state the different lines with 
which these through-billing arrangements exist, you will state in each 
case an obligation of the United States entered into by you as traffic 
manager of the railroad and which is binding upon the (xovemment? 

Mr. Walker. Well, of course, we never express it that way. We 
use the corporate name, and mention that we make such and such an 
arrangement with you, and it is written on the letter heads of the 
Panama Railroad Company; and I suppose most of the people that see 
that 

Senator Morgan. The point that I make is this: That the United 
States, as the owner of everything that belongs to the Panama Bail- 
road Company, is bound by these obligations through your transac- 
^icms as traffic manager. 

I Mr. Walker. The United States owns all the stock of the road, but 
the United States does not own the bonds. The bondholders nave 
some interest there, I suppose. 

Senator Morgan. That is a very remote interest. They have no 
control. 

Mr. Walker. They have no control, except if the company did not 
pay its interest on the bonds the bondholders could come in and pro- 
ceed against the road. 

Senator Morgan. The United States owes every dollar of the debt 
that is represented by those bonds? 

Mr. Walker. The railroad company does. 

Senator Morgan. Well, the United States, if it has been subrogated 
or substituted into all the obligations of the railroad and the owner- 
ship of all of its property; there can not be any doubt about the United 
States being the debtor to the bondholders. 
"" Mr. Walker. I think that the United States, in the case as it stands at 

K resent, is like any other stockholder. It is not liable for anything 
eyond its own stock. If the United States chose to repudiate the 
bonded indebtedness, the bond owners could come in and close out the 
road under a receivership, and sell it, and the United States stock 
would be wiped out. 

Senator Morgan. When you say it is not liable beyond its own stock, 
you mean the amount of ite own stock in addition to the money that 
they have paid for the stock? They stand liable to-day to the bond- 
holders for the whole amount of their stock ? 

Mr. Walker. If the property was not worth the bonds the United 
States would not be responsible for those bonds any more than any 
other stockholder in any railroad is responsible to the bondholders. 
In other words, if the property is not worth its bonded indebtedness, 
the holders of bonds can not proceed against the stockholders to make 
them pay any money. 
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Senator Morgan. The bondholders then have no security except the 
value of the property ? 

Mr. Walker. That is all. 

Senator Morgan. And the stockholders are under no liability to pay 
any money beyond what they have already put into the company ? 

Mr. Walker. Not a cent. If I were a bondholder that is what I 
would think. 

Senator Morgan. You would not like to be a bondholder under those 
conditions? 

Mr. Walker. With the United States interested in maintaining the 
property, I do not see any better bonds anywhere than the bonds of 
the i^anama Bai Iroad. 

Senator Morgan. My idea has been all the time, from reading the 
charter, that after all the property of the railroad company was 
exhausted in the payment oi bonds, still the stockholders would be 
liable to put up an equivalent amount of their stock in money to meet 
any deficit. 

Mr. Walker. It is not like national banks. They are the only 
ones that are responsible, that I know of, for an equivalent to the 
amount of their stock. A railroad stockholder is responsible for 
nothing. If the stock is wiped out, he is ended, that is all. 

Senator Morgan. He has got a better show then than the stock- 
holder in the national bank? 

Mr. Walker. Yes, sir. The poor national bank fellows have to 
put up money equivalent to the amount of their stock. 

Senator Morgan. But you do not think the United States could 
afford to stand by and see the bondholder paid one-half of his debt 
only, do you? 

Mr. Walker. No, sir. 

Senator Morgan. And not pay the balance? 

Mr. Walker. No, sir. 

Senator Morgan. So that, in point of fact, it is equivalent to the 
proposition that the United States would pay in full every bond? 

Mr. Walker. Yes, sir. 

Senator Morgan. With all the interest coupons attached to them, in 
the event that the sale of the property of the railroad company was 
not sufficient for the purpose? 

Mr. Walker. I think that the United States would take the moral 
standard that they should pay the whole thing. 

Senator Morgan. That is one we will never depart from. 

Mr. Walker. Yes, sir. 

Senator KiTTREDGE. You were speaking a moment ago about the 
division of freight earnings between different lines? 

Mr. Walker. Yes, sir. 

Senator Kittredge. Do you make a division of freight earnings as 
between the steamship and the railway company ? 

Mr. Walker. Yes, sir. 

Senator Kittredge. On what basis? 

Mr. Walker. 1 mentioned that. 

Senator Kittredge. I did not hear it. 

Mr. Walker. The revenue between New York and Panama is sub- 
divided between the railroad and the steamship company, 45 per cent 
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to the railroad and 55 per cent to the steamships; not the steamship 
company, but the steamships. 

Senator Kittredge. That is what I mean. Mr. Drake, in testify- 
ing the other day, as I understood his statement, told us that the 
division was 25 per cent and 75 per cent. He is in error about that? 

Mr. Walker. We get 25 per cent, practically, out of all the through 
business; that is, the business that goes beyond the Isthmus. It is 
handled by two steamship lines, one on each side, and that through 
freight is divided, 25 per cent to the railroad; not on New York, but 
where there are other steamship companies, because we take the whole 
revenue from New York to Panama, whether it goes beyond Panama 
or not, and subdivide that, 45 per cent to the railroad and 55 per cent 
to the steamship company or the steamships. Taking, for instance, 
New York to San Francisco, the through rate divides 50 per cent from 
New York to Panama and 50 per cent from Panama to San Francisco. 
In adjusting the accounts between the railroad and the steamers for 
the carrying of that, 55 per cent of the 50 per cent goes to the steamship 
and 45 per cent of the 50 per cent goes to the railroad. In other 
words, on the business the railroad gets practically 22^ per cent of the 
through rates from New York to San Francisco. 

Senator Morgan. And the steamship? 

Mr. Walker. And the steamship gets 27i, the two making 50 per 
cent. 

Senator Morgan. You are speaking, now, of the steamers that 
belong to the railroad ? 

Mr. Walker. The steamers that belong to the railroad. 

Senator Morgan. That is what you are referring to? 

Mr. Walker. They are the onl v steamers that carry freight between 
New York and San Francisco. The other steamers that run from New 
York to the Isthmus are foreign versels and can not engage in the 
coastwise traflBc. 

Senator Kittredge. W here does the 25 per cent that Mr. Drake 
mentioned come in ? 

Mr. Walker. The 25 per cent that he has in his mind is the gen- 
eral endeavor that we have made to get 25 per cent for the railroad 
haul from all the steamship lines except our own. 

Senator Kittredge. Regardless of destination? 

Mr. Walker. Regardless of destination. Our earning, of course, 
goes up and down according to what the through rate is. 

Senator Kittredge. Why do you make the division in earnings 
between the steamship company and the railroad? » 

Mr. Walker. Well, of course, I found that in existence when I 
■joined the company. It is customary where a railroad has a steamship 
line to divide the earnings in order to have each part stand on its own 
bottom. The Panama Railroad purchased the steamships to run 
between New York and the Isthmus because they were not satisfied 
with the service that the Pacific Mail was giving them between New 
York and the Isthmus. Of course, prior to owning their own steam- 
ers they had to allow the Pacific Mail Steamship Company a percent- 
age between New York and Panama, and the fact that they put in 
their line made them allow their own line about what they used to 
give the Pacific Mail. Of course that was done before ray time, and 
1 am not absolutely certain as to the figures, but that was the principle. 
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Senator Morgan. That is a bookkeeping^ arrangement, in order to 
make each line of transportation stand on its own bottom? 

Mr. Walker. That is the size of it. 

Senator Morgan. Yes. 

Mr. Walker. Of course the business of the railroad is the trans- 
portation of traffic between Colon and Panama and in both directions; 
and the only reason for their going into the steamship business is to 
be able to control the through rates in some way. When we had no 
steamship interest in New York, why we were left at the mercy of all 
the steamship lines, to take what they chose to give us, pretty nearly. 
In other words, if we put our rates too high they would not take 
business. Now we can keep rates between New York and Panama as 
low as we think fit, and they, to protect their business in Panama, will 
put their rates down as low or lower. 

Senator Kittredge. Does the fact that you make this division have 
any influence upon the rates charged by other steamships plying 
between New York and Colon? 

Mr. Walker. If we made the division between the railroad and the 
steamship in such a way as to pay the railroad a very large proportion, 
no steamship line would compete with us between New x ork and Pan- 
ama — that is, in the division of a rate between New York and Panama 
we must allow the steamships enough to attract other steamships into 
the business. 

Senator Kittredge. Does that fact influence the division of rate 
that you make via the steamship and railroad from New York to 
Panama? 

Mr. Walker. I do not exactly catch the drift of your question, 
Senator. I understand what you say, but I can explain it better by a 
reference. 

Senator Kittredge. Explain it in your own way. 

Mr. Walker. If we wanted to crush out any opposition line between 
New York and Panama we would allow the railroad, say, 90 per cent 
of the through rate and our own New York steamers 10 per cent of 
the through rate, and tell any other steamships that wanted to go in 
that all we would give them of the through rate is 10 per cent; and 
they could not afford to run. Does that answer the question that you 
wanted to get at? 

Senator Morgan. It does, to my mind, if you will allow me to 
state what I think the answer amounts to. This arrangement means 
that you have it in your power as ti*aflic manager — and of course this 
is not intended as any personal matter 

Mr. Walker. I und!erstand that, Senator. 

Senator Morgan (continuing): To exclude any steamships from the 
trade and transportation between New York and Panama by raising 
the rates on that steamship for goods passing across, if they want to 
make communication to the other side? 

Mr. Walker. No; I hardly think that is in my power, because the 
principle is settled by my superior ofiicers. 

Senator Morgan. Well, whoever has it in his power personally, 
that is what the working of the principle would be? 

Mr. Walker. Whoever has it in his power to fix arbitrary railroad 
rates across the Isthmus would have it in his power to shut out or to 
encourage business. 
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Senator Morgan. And that power does reside in the board of 
directors of the railroad? 

Mr. Walker. Yes, sir. 

Senator Morgan. 1 would like to get a statement from you which 
I think perhaps will present this thing in a clearer lij?ht to laymen. 
We do not understand these commercial matters. I find it is a very 
intricate and a very important matter. 

Mr. Walker. I have been thirty-three years in it. Senator, and I 
find new things pretty nearly ever/day. 

Senator Morgan. Yes. The distance between London and Colon 
is about what? 

Mr. Walker. Something like 4,000 miles, I think. 

Senator Morgan. What would be a fair average rate per ton for 
goods carried from London to Colon on a steamer! 

Mr. Walker. I do not think that I am in a position to answer that. 
The steamers from London are large carriers, and they make their 
freight rates, in general, according to the needs of their business. 

Senator Morgan. And at the moment of time when they are trans- 
acting it? 

Mr. Walker. At the moment of time, yes, sir; the same as the 
steamers from New York will change their rates. If cargo is offering 
freely, the rates stiffen. If they can not get enough for ballast, I 
have known steamers to go into the market and buy cargo to put in 
their ships for ballast and send it over to the other side and sell it; 
and the same thing from Liverpool to the Isthmus. I have known 
cases where these large Liverpool steamers going to the Isthmus have 
carried freight out to New Orleans, just so as to have some ballast 
between Colon and New Orleans, and carried it at a nominal rate. So, 
the shipowner feels that a fair rate is the rate that will pay him an 
interest on his investment, and he figures to get that. 

Senator Morgan. In case a shipper or a steamship company should 
buy cargo for ballast, as you say, between London and Colon, would 
you charge 25 per cent for transporting that cargo across the Isthmus 
at full rates? 

Mr. Walker. Oh, yes; at the tariff rate. 

Senator Morgan. At the tariff rate? 

Mr. Walker. Yes. In that case it would work out this way : The 
line from London to Colon, in connection with our railroad, being 
allowed to make a rate as low as, I think it is, 30 shillings, although it 
may be 35 — I cau not remember exactly — we would demand 45 per 
cent of that rate. 

Senator Morgan. Whether they 

Mr. Walker. Whether they got anything or not. 

Senator Morgan. Whether they were shipping goods that they had 
Doughtor whether they were shipping for a customer? 

Mr. Walker. Yes, sir. 

Senator Morgan. The distance between the Isthmus and Hong- 
kong is about what? 

Mr. Walker. I have never looked that up. It would be a guess on 
my part. 

Senator Morgan. If a ship sailed from London to make connection 
with a ship at the Bay of Panama, destined for Hongkong, would you 
charge only for the material that you actually hauled across the Isthmus, 
or would you charge 25 per cent of the rates on both tours? 
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Mr. Walkee. Well, if there was any arrangement about through 
rates to Hongkong, the probability is that the Pacific carrier would 
have to have a larger proportion, and that the railroad would have to 
take a lesser proportion than 25 per cent. But there is no traffic of 
that character. 

Senator Morgan. There is no such traffic? 

Mr. Walker. No, sir. 

Senator Morgan. What physical fact or situation is it that enables 
the railroad company and its steamers to demand this 25 per cent of 
all carriers that cross the Isthmus under these traffic arrangements? 

Mr. Walker. It was not reached by a demand. The steamship 
companies on the Atlantic were very anxious for outward cargoes, and 
they were continually subjected to pressure by shippers to reduce 
rates, and they could not reduce rates and pay us an arbitrary on the 
Isthmus; and they asked us if we would not come into some kind of 
an arrangement whereby we would prorate any rates they could get. 
And after a great deal of correspondence, and a railroad rate war on 
the Pacific in 1901 

Senator Morgan. That is, with the transcontinental roads? 

Mr. Walker. This was particularly with the Pacific Mail Steam- 
ship Company. 

Senator Morgan. Yes. 

Mr. Walker. We all got together and said: " We will take a cei- 
tain percentage from Panama to destination." And we agreed with 
the Pacific Mail as to how that should be subdivided. That accounts 
for these odd fractions that I gave you. But we were figuring to 
get, as nearly as we could, 25 per cent on the through business. 

Senator Kittredge. Why do you say 25 per cent? Does that have 
any special relation to the actual cost of doing the business? 

Mr. Waiter. No. That was a little higher than I had been getting 
before, and I was trying to get all the revenue I could, as a traffic 
manager always does. 

Senator Morgan. You could not have that sort of power over the 
regulation of traffic, say, between San Francisco and London, other- 
wise than from the fact that you furnish the shortest and most direct 
route of communication? 

Mr. Walker. Yes. That does not always take the traffic, either, / 
because there is a good deal of traffic moved from San Francisco 
to London bv vessels around the Horn, because they save stoi'age. 

Senator Morgan. And your railroad line at Panama is about 46 
miles long? 

Mr. Walker. The extreme length is 50 miles. 

Senator Morgan. Put it at 50 miles. 

Mr* Walker, Yes. 

Senator Morgan. Then for 50 miles of transportation you would 
get 25 per cent of the entire freight from London to San Francisco? 

Mr. Walker. About that. 

Senator Morgan. That is an immense leverage. 

Mr. Walker. Of course the question of cost comes in again. It is 
not the length of the road; it is the question of the cost of maintaining 
that road. 

Senator Morgan. I understand that; but it is an immense leverage 
as compared with the distance between London and San Francisco. 
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You take 50 miles of it, and you charge 25 per cent of the entire 
freight between London and San Francisco for crossing the Isthmus 3 

Mr. Walker. Yes, sir. 

Senator Morgan. Now, you would not do that for any steamer or 
any steamship company that was not in the regular traffic and had not 
made a traffic arrangement with you for through billing? 

Mr. Walker. Anyone taking freight for the Isthmus must arrange 
with us to handle the freight at the Isthmus; to see that there is a 
means oflF getting it off the Isthmus on the other side. So, the very- 
nature of the case forces some arrangement. Our position nowadays 
is that we will make that arrangement with anyone. The only thing 
necessary is to take it up in the first place. Of course, if an irrespon- 
sible person came to us and said: '^ I am going to carry such and such 
freight to the Isthmus," and we did not know how we could get it 
beyond, if they got it there, we would be likely to refuse it. But no 
such thing as that has ever arisen. 

Senator Morgan. The reason why it has not arisen is not because 
the traffic is not attractive, but it is because you have the power to shut 
that out, is it not? 

Mr. Walker. No, sir; I do not think so. Of course, it is hard to 
know just what decides anyone in his arrangements for a steamship 
traffic. This last fall I was very apprehensive that the Pacific Mau 
Steamship Company would not put on ships enough to handle the coffee 
traffic from Central America to the Isthmus, destined to Europe. And 
I advertised in the papers of Central America just what our rates were 
from the Isthmus to Europe, making them the oroportion we were 
accepting on business that the Pacific Mail Steamship Company 
handled. In other words, they could have gone in and made the same 
rates as the Pacific Mail Steamship Company through to Europe and 
had just as much money as the Pacific Mail Steamship Company had, 
if they wanted to engage in the traffic; and we could not get anybody 
to go into it. 

I noticed that a new steamship company was being formed in Ger- 
many, a Roland Line, and I wrote to Mr. Horn to know if he would 
call his steamers at the Isthmus. I never got a reply. 

Two years ago I took up with the Cosmos Line the possibility of 
their making a connection with us at the Isthmus, and their managing 
director told me that they were not prepared to do so yet, that they 
had not the steamers to make a regular service, and that they would 
continue their business via the Straits of Magellan. He said he 
thought they might do business via the Isthmus sometime; but it 
might be in two years and it might be in ten years. 

Senator Morgan. I will get you, if you please, Mr. Walker, to give 
the names of the different steamship lines with whom you have this 
through billing arrangement to-day. 

Mr. Walker. The Royal Mail Steam Packet Company, from Lon- 
don, Southampton, and New York to Colon; The Leyland Line and 
the Harrison Line, from Liverpool to Colon; the Hamburg- Amerika 
Line, from Hamburg and Antwerp to Colon; the Compagnie Gen6ral6 
Transatlantique, from various ports of France to Colon; La Valoce, 
from Italian and Mediterranean ports to Colon; the Compania Trans- 
atldntica, from Barcelona and Spanish ports to Colon; the Hamburg- 
Amerika Line, from New York to Colon; the United Fruit Company, 
^ from New Orleans to Colon ; the Compania Sud Americana de Vapores, 
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from the west coast of South America to Panama; the Pacific Steam 
Navigation Company, from the west coast of South America to Panama; 
the Pacific Mail Steamship Company, from San Francisco and the way 
ports of Mexico and Soutn America to Panama. I think that is all. 

Senator Morgan. All these steamship lines make practically regular 
communication with Colon and Panama? 

Mr. Walker. Yes, sir; they have regular published sailing dates. 

Senator Morgan. Yes; some of them touch at New York coming 
from Europe? 

Mr. Walker. No, sir. 

Senator Morgan. None of them touch at New York? 

Mr. Walker. No, sir. The Royal Mail Steam Packet. Company 
and the Hamburg-Amerika Line are in very active competition. The 
Hamburg- American Line is branching out in all directions, and some 
time ago they absorbed a steamship line from Europe to the east coast 
of South America. The Royal Mail were running a line from England 
to the east coast of South America, and the Hamburg- American Line 
bought the English Atlas Line service between New York and tht 
West Indies; and the Royal Mail felt that they must get into some of 
the territory that the Germans were serving, and they extended their 
service from Colon to New York via West Indian ports, and they are 
fighting each other as best they can on all the local business. They 
do not do much on the Panama business, because they do not find 
revenue enough in it, I believe. They make rates a little lower than 
ours, but they sail once a fortnight ana we sail every five days. 

Senator Kittredge. How much business do they do between New 
York and Colon ? 

Mr. Walker. 1 do not know just how much they do between New 
York and Colon local; that is, for Colon proper business. I have no 
means of finding that out. 

Senator Kittredge. Do you not transport it across the Isthmus? 

Mr. Wai.ker. No; local to Colon. 

Senator Kittredge. Oh; local to Colon ? 

Mr. Walker. Yes. As to the business across the Isthmus, the 
Hamburg-Amerika Line gave us to carry across the Isthmus last year 
9,266 tons. The Koyal Mail started late in September and gave us 
1,349 tons. 

The Royal Mail is more of a passenger line than a freight line. I 
believe their first object in going into the New York trade was tourist 
business for the West Indies. They advertise it extensively. They 
take their passengers to Jamaica and distribute them around through 
the islands there for winter tours, and the Hamburg-Amerika Line are 
doing the same kind of business. 

The Chairman. Those ships sail from New York to Colon, do they 
not, and land at these different points, Jamaica and other points? 

Mr. Walker. They call at various ports. 

The Chairman. And they leave from New York for Colon? 

Mr. Walker. No; they leave from New York for some of the way 
ports and then call at Colon afterwards. 

The Chairman. They call at Colon afterwards ? 

Mr. Walker. Yes, sir. 

The Chairman. When they leave Colon, do they come back to New 
York or do they go to England ? 

Mr. Walker. No; the Royal Mail goes back to Southampton. 
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The Chairman. Thev do not return to New York? 

Mr. Walker. They do not return to New York. Their itinerary 
is from New York via the West Indies to Southampton, and from 
Southampton via the West Indies to New York. 

The Chairman. And with the German ships it is the same way, I 
suppose? 

Mr. Walker. No; the German Atlas Line service is entirely sep- 
arate from their Hamburg service. The Atlas Line service is the 
West Indian service. 

The Chairman. Is that a German line? 

Mr. Walker. Yes, sir. And they make incidental calls at Colon 
once a fortnight, and from Colon I think they go over to Port Limon 
and load bananas for New York particularly. 

Senator Morgan. All these great steamship lines have a practical 
competition with steamers that are called tramp steamers? 

Mr. Walker. Oh, all the time. 

Senator Moroa^n. Have you ever estimated what is the proportion 
in the commerce of the world of the tonnage of traffic of the tramp 
steamers as compared with those in regular lines? 

Mr. Walker. No, sir; I have never made any comparison of that. 

Senator Morgan. Are they approximately equal, do you think? 

Mr. Walker. Well, I think that, taking the world's commerce, the 
tramps probably do the most of it. 

Senator Morgan. They probably do the most of it? 

Mr. Walker. Yes; but, as between regular ports like New York 
and Liverpool, the regular lines would be ahead. 

Senator Morgan. At Colon and La Boca 3^ou do not get any of their 
trade in the tramps? 

Mr. Walker. There is no tramp trade on the Pacific that I know 
of. When the connecting lines would not get sugar from Peru for 
New York I induced William R. Grace to send a steamer up as a 
tramp, and in that way broke the rates, so that the lines on the Pacific 
went in and took some of that sugar business; and from here out there 
are tramps loading now in New York with cargo for the Isthmian 
Canal Commission particularly. 

I heard the day before I left thjit a vessel had about completed 
loading 35 locomotives. Of course it takes a special type of ship 
to carry such cargo as that — such a quantity of cargo. And there is 
another vessel loading flat cars for the Isthmus. Both of those vessels 
will carry such freight as they can find in the market that wants to 
move to Colon, generally for tne Commission. Because of the condi- 
tion of the terminals down there, the docks, they land that cargo all 
up in the mouth of the canal there, and they never have approached 
us as to anything about freight rates for stuff beyond. In fact, they 
would not get enough of it to bother with it. 

The business of the Isthmus amounts to a good deal in a year by the 
accumulation of a little at a time in these ships running regularly, and 
it is seldom enough accumulates to induce a tramp to go there; it is so 
extended. For instance, the business on the other side reaches from 
Valparaiso to Puget Sound, and that must be 8,000 miles, and they 
would have to have arrangements with lines on the other side or with 
the steamers on the other side to move it and arrangements at the 
ports for handling it. A tramp seldom goes into a business where he 
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has got to distribute a cargo. He wants a cargo from one place to 
another port or two, or something of that kind. 

Senator Morgan. Not for transit across any continent into another 
country ? 

Mr. Walker. Very seldom, i never Knew any tramps to do that 
kind of business. 

Senator Morgan. Theirs is rather a local business, then? 

Mr. Walker. Yes. 

Senator Morgan. The Govetnment, therefore, is employing tramps 
to carry its heavy material of a peculiar sort to the Isthmus? 

Mr. Walker. Yes. Well, the Government is not employing them. 

Senator Morgan. The Isthmian Canal Commission? 

Mr. Walker. No. These engines are bought, the trade term is, 
"Cost, insurance, and freight" to Colon, knd the shipper gets the 
best arrangements he can for the transportation, so that the Govern- 
ment has nothing to do with it until the goods arrive at Colon. 

Senator Morgan. The shipper in that case is permitted to com- 
pete with the steamship line between New York and Colon for freights? 

Mr. Walker. Oh, yes; there is no question of permission. We 
do not control that at all. It is not a case of permitting. The ocean 
is free to everybody; but he has got enough freight to go and get a ship 
and send her but there. 

Senator Morgan. In the case of purchases of coal by the year, it is 
a case of permitting, is it not? Do you not ship all the coal on the 
railroad account? 

Mr. Walker. I do not have anything to do with the movement of 
the coal. I only know of it by hearsa3\ 

Senator Morgan. Well? 

Mr. Walker. I know that they called for bids for coal^ and I under- 
stood that they asked for prices delivered at Colon and also for prices 
delivered at tidewater here, and none of the companies would quote 
delivery in Colon. They quoted everything delivered here, at the 
coast port in the United States. So that, at the same time, the rail- ^ 
road company had to call for tenders for transportation of coal betweeen 
the United States port and Colon, the cost of the coal at tidewater 
plus the freight, making the cost delivered in Colon, after insurance 
was added. 

Senator Morgan. So that, in regard to the transportation of coal 
bought by the railroad coinpany for delivery on the Isthmus, the 
steamers that sail from New York would not touch at Norfolk to take 
that coal? 

Mr. Walker. Freight and passenger steamers carrying a miscel- 
laneous cargo never carry coal. Coal always goes in full cargoes. Of 
course, we have utilized the colliers ourselves at times, when we 
wanted to send dynamite or some dangerous cargo of that kind, which 
we are not permitted by the laws of the United States to carry on 
passenger steamers. 

Senator Morgan. The same is true in regard to cement. You 
would have to get cargo ships to transport it, would you not? 

Mr. Walker. Well, we would take cement, and we do take large 
quantities of cement from anybody that wants to ship it at our regu- 
lar rate. 

Senator Morgan. On your steamers? 
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Mr. Walker. Yes. That is very good cargo. 

Senator Morgan. It is ^ood ballast? 

Mr. Walker. Yes; and it stows well and balances up when I get 
a lot of chairs and stuff that would blow the ship up. 

Senator Kittredoe. May I ask a question there, Senator? 

Senator Morgan. Certainly. 

Senator Kittredge. What do you mean by a short ton?^ 

Mr. Walker. A short ton is 2,000 pounds, as distinguished from 
the English long ton of 2,240 pounds. There are certain kinds of 
business in this country that go by the 2,240 pounds. I think rails 
are called 2,240 pounds to the ton. 

Senator Kittredge. Mr. Lesley, the president of a cement com- 
pany, was before us the other day and left with us a copy of this letter. 
(Reading): 

Panama Railroad Company, 

New York, March SO, 1906. 

United Building Material Company, 

320 Broadway^ Neio York. 

Dear Sirs: In reply to your inquiry of even date regarding rate on 
cement from New York to Colon, we beg to say that the present figure 
by our line is $4. 50 per ton of 2,000 pounds. This rate became effective 
on the 21st instant. The rate from December 31, 1905, to March 31 
this year, was $5 per short ton. 

Yours, truly, R. L. Walker, 

Traffic Manager. 

Mr. Walker. That was written by my freight man, I suppose, 
from my oflSce. 

Senator Kittredge. Why was that rate changed? 

Mr. Walker. I made the change in the rate from noticing a criti- 
cism before this committee. 1 think one of the New York papers had 
just made a summary of the proceedings, and they said that our rates 
were higher than tlie rates from Europe. That is the first that had 
, been called to my attention, and I looked up the tariff of the Hamburg- 
' American Line, and found that they were charging a rate per 2,240 

>unds that was equivalent to our charging f4.50 for 2,000 pounds, 
io that I took the 60 cents off, and reduced it from $5 to $4.50. 

It has been my aim for years to get the New York markets on the 
basis of the European markets. You see, they found it necessary in 
Europe to make the rates from Hamburg as low as the rates from 
England, and the rates from the Mediterranean as low as the rates 
from the northern part of Europe; so that the different places, which 
are almost as widely separated, you may say, as New York and England, 
were able to sell in the same markets, as far as freight rates were con- 
cerned. I am trying to get New York on the same basis, and I tried 
to get our steamship lines to do the same way. I always considered 
that it was a good business policj^^, but I am sorry to say that I can not 
always make steamship connections think the same thing. The English 
steamship lines, particularly, get the best rates they can out of every 
bit of business that comes up. 

Senator Morgan. The great bulk of the commercial business across 
the Panama Railroad is the result of these through billing contracts? 

Mr Walker. That has built the business up. 
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Senator Morgan. And you have made a great deal of money out 
of it? 

Mr. Walker. Well, that is a comparative term. 

Senator Morgan. Taking $8,000,000, which is the capital stock of 
the Panama Kailroad Company, as a basis of calculation, you have 
made a very fine income upon that $8,000,000, have you not? 

Mr. Walker. Taking it from the start of the road, yes; they have 
made a great deal. But of late years they have made not more than a 
fair interest, apparently what a man would consider a fair interest on 
a railroad investment. 

Senator Morgan. That is in consequence of competition, or of dis- 
turbances on the Isthmus? 

Mr. Walker. It is competition that has made the rates go down. 

Senator Morgan. How about disturbances on the Isthmus? Have 
they had anything to do with it? 

Mr. Walker. No, sir. 

Senator Morgan. They have not affected it at all ? 

Mr. Walker. No, sir. I say no; a strike that occurs does affect 
the business. 

Senator Morgan. I mean disturbances of a revolutionary character. 

Mr. Walker. Nothing like that; no, sir. 

Senator Morgan. You have had a good many strikes, or several 
strikes, have you not? 

Mr. Walker. Two or three since I have been with them. 

Senator Morgan. And pretty stiff ones, too? 

Mr. Walker. One was a pretty stiff one, that just fairly congested 
the Isthmus. They got everything tied up — cars full, warehouses ' 
full — and they could not turn a wheel until we sent a tramp there 
empty that we chartered for that purpose, so that they could fill some- 
thing in it and commence to move the business again. 

Senator Morgan. You got rid of it by advancing the rates of pay 
for labor? 

Mr. Walker. I think at that time the question of exchange came in. 
I am getting a little out of my bailiwick now, Senator. They told me 
that they had to go to this increased expense, aiid I said: ''Well, I do 
not see that you have increased your expense much, because the rate / 
of exchange has gone up proportionately, and the only difference is 
that where you were paying a man the equivalent of so much gold 
you are paying it to nim now, only you are giving him more silver 
for it." 

Senator Morgan. The price of money had gone down; the value of 
the money had gone down? 

Mr. Walker. That is it. 
^ Senator Morgan. And the increase in the wages only balanced 
that up? 

Mr. Walker. Yes, sir. Then, I think, when they got the arrange- 
ment about two for one in there, they tried to reduce the men on the 
same basis, and the men did not take to that as kindly as they would 
to the going up part. 

Senator Morgan. You have had a long and protracted and very 
interesting interchange of diplomatic correspondence with Mr. Hunt- 
ington? 

Mr. Walker. Of course Mr. Huntington I never was thrown with, 
I think I never met him but once. 
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Senator Morgan. That was before your day ? 

Mr. Walker. No; he was at the head of the Pacific Mail, bat my 
relations were with Mr. Schwerin. Mr. Schwerin takes care of his 
own traffic and I have the traffic of the Panama Railroad. 

Senator Morgan. Mr. Schwerin was not in combination with Mr. 
Huntington ? 

Mr. Walker. Oh, he was the vice-president of the company and 
took his orders from Mr. Huntington. 

Senator Morgan. 1 supposed so; and that is the reason I spoke of 
Mr. Huntington as being the man with whom you were conducting 
this very extensive and frequent and lengthy correspondence in regard 
to traffic rates across the Isthmus, particularly in regard to colffee and 
other heavy freights. 

Mr. Walker. With Mr. Schwerin, yes, sir. 

Senator Morgan. He representing the interests that Mr. Hunt- 
ington stood at the head of « 

Mr. Walker. That is it. You are speaking, now, of a good many 
years ago, of course. 

Senator Morgan. Yes. I am trying to get a general view of the 
situation of the traffic and relations of the railroad to other railroads 
during the time that you have been personally acquainted with the 
conditions there. 

Mr. Walker. Yes, sir. 

Senator Morgan. During all the time that you have been there, 
with the exception of probably 700 shares out of 70,000, the Panama 
Canal Company has been the owner of the stock of this railroad? 

Mr. Walker. They were the majority stockholders. 

Senator Morgan. To about the extent I mentioned? 

Mr. Walker. Something like that. The minority was very small. 

Senator Morgan. And a negligible quantity ? The minority was a 
negligible quantity in all arrangements that the majority saw proper 
to make? 

Mr. Walker. I should suppose so. 

Senator Morgan. On any subject relating to the interests of the 
railroad? 

Mr. Walker. 1 should suppose so. Of course, the minority have 
their rights. 

Senator Morgan. 1 understand they have, whenever they can enforce 
them. 

Mr. Walker. Well, they get into courts to enforce their rights. 

Senator Morgan. The minority have their rights in the Senate, but 
they do not make anything of them. [Laughter.] 

Senator Kittredge. I would like to know how your rates on the 
steamships compare with the tramp ship rates. 

Mr. Walker. I suppose that our general rates would rule higher. 
They ought to. 

Senator Kittredge. Why ? 

Mr. Walker. Because the tramp goes in for a particular business 
that he can handle, a straight run at a lower cost than that for which 
we can handle a miscellaneous cargo. A tramp steamer makes the 
time between the Isthmus ten or eleven days at a very low cost of 
steaming. Our steamers make the time in from five and a half days 
to seven days, and they are very much more expensive boats to run. 
In fact, it is always more expensive to operate American steamers than 
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it is these foreign tramps. The first cost of the ships is a great deal 
more — the capitalization; and the wages of the crews are higher, and 
everything goes to make a more expensive transportation under the 
American flag than under any other. 

Senator Kittredge. How much greater? 

Mr. Walker. I do not know what the average cost of running a 
foreign boat is. The only thing I can judge by is the rate they want 
to get for demurrage, and that is a matter of trade dicker. But I 
never have known anyone that would accept less than 4 pence per ton 
per day on the dead weight capacity of the vessel. That is about 8 
cents a ton, and if the ship can carry 5,000 tons they want $400 a day. 

Senator Morgatt. And *•' per day " means the twenty-four hours? 

Mr. Walker* Twenty -four hours; yes. That means the value of 
that ship; that is, the pay of the crew, cost of feeding the crew, and 
the cost of the vessel. I heard it stated a few years ago that they 
build ships in the English yard at so many pounds per ton. A man 
would say he wanted a ship of a thousand tons, and tney would build 
it at a certain rate per ton. I have never known that to be done in our 
American yards. 

Senator Kittredge. How much more does vour steamship charge 
than a tramp ship charges for ordinary freight? 

Mr. Walker. It would depend entirely upon what business the 
tramp had. If a shipowner had a contract to oring sugar from Cuba 
to New York which would carry a number of steamers down there, he 
would, if he could get a cargo of rails, take them at possiblv $2.90 a 
ton to the Isthmus; but if he had no cargo in sight to come home, he 
would want more money, because he would have to take a chance at 
finding a cargo from somewhere down there to some other port. There 
is no scale of rates at all. Each individual tramp makes his own 
arrangements for freight as suits him in a general arrangement of a 
voyage. 

Senator Kittredge. He does the best he can to get a good rate; is 
that it? 

Mr. Walker. That is it. 

The Chairman. Does a tramp steamer carry passengres? 

Mr. Walker. No, sir. They are not licensed for passengers at all. 

Senator Kittredge. Suppose one of your ships was about to sail 
from New York and had a light cargo; would you make any reduction 
in freight in order to take down a full cargo ? 

Mr. Walker. I have not had to deal with that subject since the 
United States has owned the stock; and I have been thundering stiflf 
since that. I have said that we would stick to the tariflf rate straight 
along. But of course if our ship had to sail, and she had not enough 
cargo to make her safe or trim her well, I certainly would feel that if 
I could get a thousand barrels of cement by cutting a rate in half that 
I had to do it. Of course there is no law to my knowledge against 
anything of that kind, and it is only the principle of the matter that 
I would feel that the United States, being committed to treat all ship- 
pers alike, should not give one fellow an advantage, a big fellow an 
advantage over the general run of small shippers. 

Senator Kittredge. Do you have a classification of freight? 

Mr. Walker. Yes, sir. 

Senator Kittredge. Similar to that adopted by the railway com- 
panies ? 
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Mr. Walker. We have a classitication of freight that was gotten 
up by consultation among all the lines running to the Isthmus. In 
iict, we have two: One that pertains to the business of Central Amer- 
ica and Mexico from Europe and from New York, and one that per- 
tains to the business of South America. The South American classifi- 
cation was necessarily changed on account of a classification used by 
the major interest moving via the Magellan route from Europe, the 
Cosmos Line and the Pacific Steam Navigation Company and the Gulf 
Line and Lambert & Holt's tramp steamers. 

Senator Kittredoe. How does your through rate, where the rail 
transportation is a part, compare with your local rate from Colon to 
Panama? 

Mr. Walker. By rail where? Across the Isthmus? 

Senator Kittredge. Yes. 

Mr. Walker. The local rates across the Isthmus are all hj weight. 
I compiled a classification myself in February, 1905. I considered the 
rates that had been charged, and how they should be reduced or how 
they should be changed, and the rates of the trunk lines about New 
York, so as to get a figure charged as between valuable goods and 
cheap goods or light goods and heavy goods. That is, for light goods 
1 made a higher rate per 100 pounds than on heavy goods of the same 
comparative values. The through freights are all based on what the 
steamships do, weight or measurement; so that there is no actual way 
to compare it except item by item. 

Senator Kittredge. You have a general notion of how they 
compare? 

Ml*. Walker. On the item of cement, for instance, I think they are 
just the same thing. 

Senator Kittredge. Suppose you ship a quantity of coffee from 
Panama to Colon by rail; that is a local rate? 

Mr. Walker. Yes, sir. 

Senator Kittredge. How would that rate compare with the rate 
from Panama to New York? 

Mr. Walker. I think the local rate would be just about the same 
as the proportion that we get out of the through rate. The local rate, 
I understand, from Panama to Colon, as compared with the rate from 
Panama to New York, is what you wish? 

Senator Kittredge. Yes. 

Mr. Walker. I think the 45 per cent of the through i*ate would 
compare just about the same as the actual local rate; but there is no 
coffee moved from Panama to New York to speak of. 

Senator Kittredge. I understand. That was simply an illustration. 

Do you state to us, then, that the local rates are substantially the 
same as the railway part of the through rate? 

Mr. Walker. No. The general run of the rates would be a little 
higher, I think. 

Senator Kittredge. How much higher? 

Mr. Walker. I would have to make an absolute comparison, 
because I did not compare that when I made it up, except in one or 
two cases. I took it up particularly with the major items, like cement. 

Senator Kittredge. Of course, if you looked it up you would be 
able to tell us accurately. 

Mr. Walker. Yes. 
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Senator Kittbedqe. Give us your best information about the 
subject. 

Mr. Walker. As I have never made an actual comparison, it would 
be a wild guess for me. 1 can show you what the average earnings 
of the freight on the road were. I can tell that exactly. 

Senator KiTTREDQE. Would that help us much? 

Mr. Walker. I do not know, Senator. I do not gather just the 
drift of your question. 

Senator Kittredge. What I am trying to get at is any difference in 
the local and the through rate. 

Mr. Walker. Well, you see, the through rate being based on a 
measurement basis in so many cases, you can not compare it unless 
you have got the weight and measurement of each article. For 
instance, I would carry chairs across the Isthmus by weight, because 
it did not seem wise to go into so elaborate a classification as the rail- 
roads have up here. I make one rate for the chairs, whether they are 
very bulky or whether they are light. I think a man could ship cnairs 
from New York to the Isthmus at the steamship measurement rate, 
and then ship them across the Isthmus at a lower rate than my through 
rate measurement to Panama. Is that clear? 

Senator Kittredge. Well 

Mr. Walker. I had a case., Senator, that I looked up. We had a 
rate for the Commission of $5 a ton, a flat rate, without regard to 
whether it was weight or measurement. Everything was charged $5 
for 2,240 pounds. 

Senator Morgan. How was the ton estimated? 

Mr. Walker. It was not estimated. It was actually weighed. 

Senator Morgan. It was weighed? 

Mr. Walker. We weighed the goods, 2,240 pounds, at $5 a ton. 

Senator Morgan. Five dollars a ton by weight? 

Mr. Walker. Yes; everything was handled at that rate. And one 
of our Washington shippers sent down a lot of chairs for the Isthmus, 
and we measured them, and they measured 173 tons, and weighed 8 
tons. In other words, that particular shipment would pay, at $5 a 
ton, *$40, and take up the space of general paying merchandise of 173 
tons; because the shipper nad no interest in making compact pack- 
ages. If you charge weight or measurement, he knocks down his 
shipments and gets them as small as he can, because, paying by meas- 
urement, that reduces his freight rate.. 

Senator Kittredge. After you have the road equipped with the 
heavier locomotives and larger cars are you able to tell us what the 
actual cost of transportation from Colon to Panama will be per ton? 

Mr. Walker. I can not. That will figure out in the actual work- 
ing of the road, and the auditors will snow that. That comes under 
the operating department. It does not come in my department at all. 

Senator Kittredge. I understand, of course; but I did not know 
but what you had that in mind. 

Mr. Walker. No; I have no idea. I was talking with the general 
manager, or practically general manager, of the Lake Shore and Mich- 
igan Southern road, and he told me that he wanted Mr. Vanderbilt, 
yeai-s ago, to get heavy locomotives to draw long trains, which would 
reduce the cost. He said that Mr. Vanderbilt was not willing to do 
it. So that he, in his general operation of the railroad, straightened 



3052 INVESTIGATIOK OF PAKAHA CANAL MATTEB8. 

out the curves and cut out the grades and filled in where it was nec- 
essary, got his track so that he reduced his expense of operating the 
trains over the road, and then, finally, they gave him the new locomo- 
tives anyway, and he had his straightaway track and good locomotives 
and cut down the cost of hauling very, very much; 1 do not know 
how much, but I give that as an illustitition of showing how impossi- 
ble it is to tell in advance just what you can do. 

Senator Kittr£dge. The present cost per ton is $3.06? 

Mr. Walker. Yes, sir. 

Senator Kittredge. What is your best judgment about the probable 
amount that it will cost after the new ecjuipment is in operation} 

Mr. Walker. I have no way of judging at all, Senator. 

Senator Kittredge. Would it be reduced as low as $2 per ton, 
according to your best judgment about it? 

Mr. Walker. 1 do not know how to answer that at all. I have to 
take the auditor's figures. 

Senator Kittredge. We may reasonably expect it to be much 
reduced? 

Mr. Walker. Yes; very much reduced, 1 should say. I under- 
stand Mr. Stevens expects it to be very much reduced. 

Senator Kittredge. Some of the witnesses who have appeared 
before this conimittee have suggested that a flat rate of, say, $2 per 
ton should be charged for rail transportation across the Isthmus. 
What do you think about that? 

Mr. Walker. Well. I, of course, am on record on that already. I 
am very much opposed to anything like a flat rate. 

Senator Kittredge. Why ? 

Mr. Walker. Because it is very unfair, for just the reason that I 
have illustrated in speaking about those chairs. There should be a 
difference between light goods and heavy goods, and valuable goods 
and cheap goods. Cement can not stand the tax for transportation 
that dry goods can, and cotton piece goods can not pay as much as 
silks, and you must have a tariff to average up your rates, in order to 
make a revenue on the road. For instance, a large part of the freight 
that we carry across the road is carried at less than the average* cost 
of transportation. For instance, our average earning on San Fran- 
cisco freight, which, by the wav, is all carried by weight — from San 
Francisco to New York — was $2.20 a ton. You might say that that 
was carried at a loss, and that we had better be without it; but that is 
not so, because your fixed charges on the road remain just the same, 
and the more tons you carry that pay more than the actual expense of 
loading them on the cars and taking them off, and the wear and tear 
on your road, go to make up a net profit at the end of the year. 

Senator Kittredge. Have you read Mr. Wallace's statement upon 
the subject that I called your attention to? 

Mr. Walker. I have read a good many of Mr. Wallace's statements. 
I do not know what one particularly. I read one that he made to Mr. 
Bristow, and it called forth in my mind just exactly the remark I made 
awhile ago — that a railroad man gets very much befogged on this ques- 
tion of charging freight by weight or measurement and what it means. 
Mr. Wallace stated that our rate of $5 a ton from New York to Colon 
was a high rate and was more than the rate to San Francisco. 1 just 
sat right down and figured it out on another case, in some furniture 
that went to the Isthmus, that went down there at $5 a ton weight, and 
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if it had been going througli to San Francisco, the through rate would 
be based on the measurement of the goods; that is, a higher rate per 
hundred pounds, and that same furniture would have paid the steam- 
ship line between New York and Colon twice as much as the Canal 
Commission paid for hauling it. 

Senator Kitteedge. That is an extreme case, is it not? 

Mr. Walker. Yes, sir; but it went against the argument. That is 
the only point. And the $5 rate, with machinery and bulky stuff 
that we were carrying down to the Isthmus, was becoming such a 
tax on the steamship line that we could not stand it. Nobody would 
go into the business. Nobody would handle any freight to the Isth- 
mus. The United Fruit Company, I understand, thought they would 
stop running from New Orleans altogether. They could not compete, 
because we were doing the business at a loss. It would not pay hand- 
ling expenses. 

Senator Morgan. Mr. Walker, I understand now, from the general 
drift of your testimony, that you have the practical regulation of the 
freight rates across the Isthmus on all transportation that comes from 
outside places? 

Mr. Walker. Well, I never make any arrangement unless I discuss 
the matter either with Mr. Shonts, the president, or with Mr. Drake, 
as the case may be. Each general change in policy I would take up 
with them before making any change. 

Senator Morgan. Your general authority, though, as the adminis- 
trative officer, as the manager of freight rates, or of traffic, would 
enable you to fix the rates across the Isthmus? 

Mr. Walker. Yes, sir. 

Senator Morgan. On all goods that come from ports outside? 

Mr. Walker. Yes. 

Senator Morgan. Not of local trade. 

Mr. Walker. No. Well, I make the rates on the local trade, too. 

Senator Morgan. Do you? 

Mr. Walker. Yes, sir. 

Senator Morgan. So that you have had practically the charge of 
the whole business of the income from freight rates since you have 
been connected with the work? 

Mr. Walker. Yes, sir; subject, as I say, to the orders of my supe- 
rior officers. 

Senator Morgan. With the few exceptions relating to the sale of 
lands and the lease of lands and things like that the income of the Pan- 
ama Railroad Company has been derived almost entirely through your 
management? 

Mr. Walker. Well, that is the way the traffic manager looks at it. 
I do not know whether I take too much on myself or not. 

Senator Morgan. I look at it that way from my examination of this 
subject, as well as from your statement; from my examination of it 
outside of your statement, entirely. 

Mr. Walker. Yes, sir. 

Senator Morgan. Could you make an estimate or furnish the com- 
mittee, if you please, with the general aggregate, approximately cor- 
rect, of the amount of money that has been contributed through what 
we will call traffic by the use of steamships and the railroad for this 
railroad company since the time you first entered the service? I want 
to get at the amount of the aggregate income from this source. 
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Mr. Walkeb. The gross earnings of the railroad? 

Senator Morgan. Gross; not net. 

Mr. Walker. Yes, sir. 

Senator Morgan. And, of course, I expect to get at it only approx- 
imately. 

Mr. Walker. I will get at it from taking the annual reports, of 
course. 

Senator Morgan. This contribution of these earnings has gone to 
the railroad company in money ? All that you have dealt with has 
been cash? 

Mr. Walker. Yes; all cash. 

Senator Morgan. And the board of directors have disposed of it in 
betterments and in improvements and whatever else was necessary to 
keep up 

Mr. Walker. And some dividends. 

Senator Morgan (continuing). And all that; all the expenses of the 
general management of the raflway company? 

Mr. Walker. Yes. sir. 

Senator Morgan. Of course this cash, no matter how it has been 
used, has been for the benefit of the stockholders? 

Mr. Walker. Yes, sir. 

Senator Morgan. During the time you have been there the railroad 
coinpany has not met with any serious disasters in any way? 

Mr. Walker. No, sir. 

Senator Morgan. It has been one progressive work of improvement 
and aggregation of wealth? 

Mr. Walker. Yes, sir. 

Senator Morgan. I call it wealth. 

Mr. Walker. Yes, sir. 

Senator Morgan. And that has gone to the benefit of the stock- 
holders? 

Mr. Walker. Yes, sir. 

Senator Morgan. In one form or another? 

Mr. Walker. Yes, sir. 

Senator Morgan. In paying losses or in betterments of the railroad 
and purchasing steamships and their repair and improvement, and so 
forth, but it has all gone to the increase of the value of the railroad 
property? 

Mr. Walker. Yes, sir. 

Senator Morgan. In the management of the traffic arrangements of 
the railroad have you received advice or protestation or recommenda- 
tion, either directly or indirectly, from the Panama Canal Company? 

Mr. Walker. No, sir. 

Senator Morgan. None whatever? 

Mr. Walker. No, sir. 

Senator Morgan. You have had some correspondence with the 
Panama Canal Company, or at least the board of directors have had, 
the records here show, in regard to these Huntington negotiations — I 
call them the Huntington negotiations — in reference to Pacific traffic? 

Mr. Walker. Well, Mr. Whaley was the vice-president of the 
Panama Railroad, and he was also an officer of the canal company^; 
so, if he sanctioned the making of an agreement with the Pacific Mail, 
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it was tantamount to the canal company doing it, I suppose. He 
was an officer in both companies. 

Senator Morgan. I am trying to show, to be very frank in my 
statement, how far the Panama Canal Company has advised or con- 
sented to or recommended or demanded changes in traffic arrange- 
ments on the part of the railroad company. 

Mr. Walker. Well, since I have been there they have pretty nearly 
always agreed with what I have recommended — that is, I nad Mr. 
Whaley's confidence. He thought my judgment was good, and when 
I told him I thought that certain ways of doing would increase the 
revenue he seemed to agree with me, and I went ahead on that basis. 

Senator Morgan. Mr. Whaley was vice-president of the railroad 
company ) 

Mr. Walker. He was vice-president and general manager when 1 
went with the company. 

Senator Morgan. With the railroad company ? 

Mr. Walker. Yes, sir. 

Senator Morgan. Did he have any official connection with the 
Panama Canal Company ? 

Mr. Walker. I do not know about that* He came out here from 
the Panama Canal Company — from France. 

Senator Morgan. He was sent over by that company? 

Mr. Walker. Yes, sir. 

Senator Morgan. For what purpose? 

Mr. Walker. To take charge of the railroad; to be the vice-president 
and general manager, 1 believe. That was also before I went with the 
company. 

Senator Morgan. He was really the representative of the Panama 
Canal Company in the railroad company ? 

Mr. Walker. Yes, sir. 

Senator Morgan. As the vice-president and general manager? 

Mr. Walker. Yes, sir. 

Senator Morgan. Now, during the period of time that you have 
been there, there have been some very considerable accessions of prop- 
ertv to the railroad company in obtaining by purchase, negotiation, 
and expenditure, and so forth, the Boca terminal? 

Mr. Walker. The pier there; yes, sir. 

Senator Morgan. And all of the terminals, including the ditch down 
to the three islands there? 

Mr. Walker. Yes, sir; dTigging a channel from the pier out to deep 
water. 

Senator Morgan. That channel was dug by the Panama Canal 
Company? 

Mr. Walker. I do not know. 

Senator Morgan. But it was purchased by the railroad company 
from the Panama Canal Company ? . 

Mr. Walker. I do not even know that. 

Senator Morgan. These records show all that. I need not particu- 
larize about it. I supposed that you knew. 

Mr. Walker. No. My understanding was that this terminal was 
built on the bank of what would be the canal when it is finished, and 
that the channel from the pier to the ocean was part of the canal. I 
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think I heard that we undertook to keep that channel clear, so that we 
could use the dock; but I am not even sound on that. I am not a fair 
witness on that. 

Senator Morgan. You do not know of the bill that was paid by the 
railroad company to the Panama Canal Company for that oitch? 

Mr. Walker. No, sir; I have no idea. 

Senator Morgan. Or for the pier? 

Mr. Walker. The mlroad paid for the pier, I am quite certain. 

Senator Morgan. It paid for it. The French Canal Company built 
it and the railroad company paid for it? 

Mr. Walker. I think that was the way of it. 

Senator Morgan. I think it was. Then there was a controversy or 
a contention with Panama as to whether the building of that pier and 
the extension of that ditch down to the islands was a compliance with 
an engagement in the original concession to the railroad company that 
they would carry the railroad to deep water? 

Mr. Walker. Yes, sir. 

Senator Morgan. And that contention was finally settled by an 
agreement between Colombia and the railroad company ? 

Mr. Walker. Yes, sir. 

Senator Morgan. For which the railroad company paid money? 

Mr. Walker. I suppose they did. 

Senator Morgan. The canal company 

Mr. Walker. They always paid Colombia anything they got. 

Senator Morgan. The canal company did not pay it? 

Mr. Walker. Well, 1 do not know, as between the two; but I know 
there was a consideration paid. Who it was charged to I do not know. 

Senator Morgan. The records show that the railroad company paid 
it. There was also, during that time, a diversion of the railroad at 
Culebra? 

Mr. Walker. Yes, sir; at some time, I do not know when. 

Senator Morgan. Well, that diversion was not for the benefit of 
the railroad, was it? It was not for the benefit of work they were 
doing on the canal ? 

Mr. Walker. I think it was rendered necessary by the work on the 
canal. 

Senator Morgan. It was made necessary by the work on the canal? 

Mr. Walker. I think so. As I recollect the situation, the railroad 
was in danger of slipping into the canal. The bank was giving way 
there, and they had to move the railroad. 

Senator Morgan. Because it was threatened? 

Mr. Walker. Yes, sir. 

Senator Morgan. And threatened by work that was being done on 
the canal? 

Mr. Walker. Yes, sir. 

Senator Morgan. It was the digging that was going on that threat- 
ened the railroad? 

Mr. Walker. The digging of the canal was jeopardizing the rail- 
road, as far as I know. 

Senator Morgan. The railroad as originally laid down was all safe 
enough ? 

Mr. Walker. Oh, 1 think so. 

Senator Morgan. The work that was done by the canal company in 
digging the canal endangered it, caused slides, and endangered it? 
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Mr. Walkeb. I should say that was it. 

Senator Morgan. That was the situation? 

Mr. Walker. That is the way it looked to me when I was down 
there. The bank was giving way, as they were digging at the bottom. 

Senator Morgan. So that the diversion was not an actual advantage 
to the railroad as a route of transit, but was an advantage to the canal 
company because they had to occupy the ground in digging the canal ? 

Mr. Walker. 1 am under the impression that the change did benefit 
the railroad, in straightening it out in some way. 

Senator Morgan. There was a very large amount of work done by 
the railroad assisting in the construction of the canal, in hauling mate- 
rial backward and forward, and by hauling out the spoil from the 
diggings to the dumps? 

Mr. Walker. 1 do not know anything about that. 

Senator Morgan. You kept no account of that? 

Mr. Walker. None at all. 

Senator Morgan. No arrangements were made with you as traffic 
manager for the control of that business? 

Mr. Walker. No, sir. 

Senator Morgan. Who did manage that on the part of the railroad? 

Mr. Walker. 1 suppose it was done by the superintendent on the 
Isthmus. 

Senator Morgan. Well, the aggregate amount of charges for this 
construction work on the canal was large? 

Mr. Walker. The only part that 1 knew about was the hauling of 
the supplies for the canal. 

Senator Morgan. Yes. 

Mr. Walker. And that was arranged by special rates for quantity — 
that is, 50 tons was one rate and a train load was another rate — but 
whether the old canal company ever moved a pound of excavation over 
the road or not I do not know. 

Senator Morgan. So that whatever traffic arrangements were made 
for the removal of this spoil or this material you did not include in 
your accounts at all; that was an outside business? 

Mr. Walker. Yes, sir; that was an outside business. 

Senator Morgan. The railroad company was an indispensable factor 
in the digging of that canal, was it not — the railroad of the company ? 

Mr. Walker. It was indispensable in getting the supplies to the 
canal, or to the point of use. 

Senator Morgan. And also in hauling 

Mr. Walker. But, as I say, about the hauling out, the Frenchmen 
had a great many small tracks down there of their own, and I do not 
know where their dumps were or what they did with what they dug 
out. 

Senator Morgan. But for the fact that the canal company was the 
majority stockholder, nearly to the full amount of the stock, that 
company would have had no right to control the railroad, an inde- 
penaent American corporation, in any of its dealings? 

Mr. Walker. No, sir; it controlled the railroad exactly the same 
as the United States controls it now. 

Senator Morgan. It did control it? 

Mr. Walker. In just the same way the United States does now, as 
stockholder. 

Senator Morgan. So that the control of the canal company over 
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the railroad was practically the same that the United States now 
exercises over it? 

Mr. Walker. The United States bought from the French people 
their rights. 

Senator Morgan. Yes. 

Mr. Walker. And got just what they had, and then bought a little 
more. 

Senator Morgan. Since they took over the property. I am refer- 
ring to that period of time, of course. 

Mr. Walker. Yes, sir. 

Senator Morgan. While the French company was the owner of this 
majority of the stock, there could not have arisen any important con- 
trovery between the railroad company and the canal company as to 
the management of the road, because the canal company had the abso- 
lute control? 

Mr. Walker. Well, the canal company elected a set of directors, 
and the directors were responsible for their acts. I should say if the 
directors were called upon to do something that they did not think 
proper to do that they could not enforce it. 

Senator Morgan. They might get turned out for it, too. 

Mr. Walker. They could not until the next annual election. If you 
are a director in a railrord you are there for a year if you choose to 
stay. 

Senator Morgan. They could not be removed? 

Mr. Walker. There would be no way to do it, except by putting 
the thing in the hands of the court, that I know of, in any railroad in 
the United States. 

Senator Morgan. Then it was a calculation on their loyalty to the 
canal company when they were appointed by it in the conduct of the 
business of the railroad? 

Mr. Walker. The same as the present directors are accountable to 
the United States. 

Senator Morgan. Yes. Well, in all material respects and to every 
material extent, I understand that the canal company was the owner 
and the controller and the director of the operations of the railroad? 

Mr. Walker. Yes, sir. 

Senator Morgan. In a large sense ? 

Mr. Walker. Yes, sir; in the broad sense. 

Senator Morgan. In the general sense? 

Mr. Walker. Yes, sir. 

Senator Morgan. I do not think, Mr. Chairman, that I have occa- 
sion to ask Mr. Walker any more questions. I desire to express my 
very great respect for his s^tements, because they have been strictly 
impartial. 

Mr. Walker. Thank you. Senator. 

The Chairman. I think Mr. Walker has given his statement, as he 
understands it, very frankly and very fully. We will excuse you 
now, Mr. Walker, so that you may return to New York, and we thank 
you for coming over. 

(The committee thereupon adjourned.) 
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Committee on Interoceanic Canals, 

United States Senate, 
Washington, D. C, May 9, 1906. 

The committee met at 10.30 o'clock a. m. 

Present: Senators Millard (chairman), Kittredge, Dry den, Knox, 
Morgan, and Taliaferro. 

TESTIMONY OF WILLIAM NELSON GEOMWELL, EStt.— Continued. 

Mr. Cromwell was duly sworn, and testified as follows: 

Senator Morgan. Mr. Cromwell, when we last had the pleasure of 
your company here for examination we had gotten down to the date 
of 1898, and were referring to a letter written by you on December 
21, 1898, addressed to Mr. Hay, in which you say (reading): 

*'It is the opinion of the Government executives and of ourselves 
that power to give such extension is already located in the Govern- 
ment by the terms of the original concession, but the formality of 
ratification will be requested in due course, and of its being granted 
we have not the remotest apprehension. 

''You will thus see that mv confidence in the attitude of Colombia, 
as indicated in my last note, has been fully and quickly confirmed." 

What does that relate to? 

Mr. Ceomwell. It speaks for itself. Senator. 1 have already 
answered upon that subject. 

Senator Mobgan. That is not an answer to my question, Mr. Crom- 
well. I ask you, upon your personal knowledge and oath, What does 
that relate to? 

Mr. Cromwell. 1 repeat that it speaks for itself, and refers to the 
proposal for the extension of the concession of the Panama Canal. 

Senator Morgan. Which concession ? 

Mr. Cromwell. The concession of the company; the extension of 
the original ctmcession of 1878. 

Senator Morgan. That was the extension from 1904 to 1910? 

Mr. Cromwell. The one which was subsequently granted, in April. 
1900. 

Senator Morgan. Extending from 1904 to 1910 ? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. You had knowledge of that transaction? 

Mr. Cromwell. I had such knowledge as I have indicated in the 
letter. 

Senator Morgan. No more? 

Mr. Cromwell. I had more. 

Senator Morgan. What is it? 

Mr. Cromwell. It is confidential. 
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Senator Morgan. You refuse to state it? 

Mr. Cromwell. I do. 

Senator Morgan. You refuse then to make any statement in regard 
to your knowledge of the transaction referred to in that letter? 

Mr. Cromwell. I do. 

Senator Morgan. You gave the transaction to Mr. Hay. Did you 
explain to him'also further in oral conversation with him anything 
about it? 

Mr. Cromwell. I decline to make further explanation than I 
have, sir. 

Senator Morgan. Do you decline to answer that question ? 

Mr. Cromwell. I do, sir. 

Senator Morgan. Well, do you decline on the ground that you 
were the counsel of the Panama Canal Company ? 

Mr. Cromwell. I do; and also upon the ground that it is not ger- 
mane to the inquiry of this committee. 

Senator Morgan. Well, its being germane I do not think is a ques- 
tion that a witness has a right to decide. You put it upon both grounds ? 

Mr. Cromwell. 1 do. 

Senator Morgan. Do you put it on the ground that you were also 
counsel of the Panama Railroad Company? 

Mr. Cromwell. I do not. 

Senator Morgan. You do not? Well, we will go back to that, then. 
You do not consider that, as counsel of the Panama Railroad Company, 
you are under any obligation to withhold any facts from the Ufnited 
States Government that you received from that company as counsel? 

Mr. Cromwell. I do not care to answer such a question. When 
you put me a question I will answer it. 

Senator Morgan. Well, that is the question I put to you. 

Mr. Cromwell. When you put a pertinent question to me I will 
answer it — not hypothetical questions. 

Senator Morgan. Probably, Mr. Cromwell, you overrate either your 
capacity or your standing if you think that you have the right to decide 
ujjon the pertinency of any question that is asked you at this board. 

Mr. Cromwell. I think I must decide whether it is pertinent. 
Upon my responsibility 1 must decide. You may decide upon your 
responsibility. 

Senator Morgan. You do decide that it is not pertinent? 

Mr. Cromwell. Upon my responsibility I do so decide. 

Senator Morgan. You decide that it is not pertinent? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. And that is one of the reasons you have for not 
answering it? 

Mr. Cromwell. It is. 

Senator Morgan. You have no reason such as that there is some 
obligation resting on 3^ou as counsel of the Panama Railroad Company 
that prohibits you from answering? 

Mr. Cromwell. I again state, Senator, that I will not reply to 
hypothetical Questions. If you will be good enough to address me a 
question which is pertinent, I shall be glad to give you my conclusions 
upon it. 

Senator Morgan. As the counsel of the Panama Canal Company, 
do you refuse to answer any question that you believe is covered by 
the protection of your clients against your making any disclosures? 
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Mr. Cromwell. The question you present is hypothetical, and I 
decline to answer hypothetical questions. 

Senator Morgan. It appears from this minute book, Mr. Cromwell, 
that in 1893 there was a purchase of rolling stock by the railroad 
company from the liquidator of the old canal company. Do you recol- 
lect that transaction ? 

Mr.. Cromwell. What date is it, Senator? 

Senator Morgan. 1893. 

Mr. Cromwell. What time of the year, sir? 

Senator Morgan. I have not got the precise date. 

Mr. Cromwell. I have no recollection of it. I thought perhaps 
the date might assist me. 

Senator Morgan. You have no recollection of the purchasing of 
rolling stock from the old company ? 

Mr. Cromwell. It would not come in my province, and I would 
not be likely to have. 

Senator Morgan. If you were present at the meeting when it was 
done? 

Mr. Cromwell. Was I p^resent? 

Senator Morgan. Well, if you were? Were vou? 

Mr. Cromwell. I have no recollection, sir. W hat date did it occur ? 

Senator Morgan. Was there not about five or six hundred thousand 
dollars of the rolling stock of the old company that the liquidator held 
and the railroad company under your advice bought ? 

Mr. Cromwell. No, sir; not under my advice, I am very sure. I 
have no recollection of the transaction even. When did it occur, 
Senator? 

Senator Morgan. It occurred in 1893. 

Mr. Cromwell. What time of the year? 

Senator Morgan. I will find you the time presently. I want to test 
your recollection. 

Mr. Cromwell. Yes. I have no objection to its being tested. 

Senator Morgan. Do you think you would recollect a transaction 
involving five or six hundred thousand dollars for the purchase of 
rolling stock for the railroad company from the liquidator? 

Mr. Cromwell. It would have no significance to me. It is a ti*affic 
question, or a business question, and it would have no particular 
interest to me. 

Senator Morgan. You think you would not recall it? 

Mr. Cromwell. It would have no particular interest. Senator, one 
way or the other. It would be a business question. 

Senator Morgan. Well, that was a very important transaction, was 
it not? 

Mr. CRO»rwELL. I do not know how important it was. It was a 
transaction that speaks for itself. I was not counsel for the canal 
company at that time, you know. 

Senator Morgan. No; you were counsel for the railroad company? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. You have read all of the proceedings of the court 
in France that organized the New Panama Canal Company? 

Mr. Cromwell, No, sir. 

Senator Morgan. You have read the charter, as it is called, in that 
decree? 

Mr. Cromwell. Oh, yes; of course, I have read the charter. 
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Senator Morgan. Well, you saw in that charter that the liqui- 
dator of the old company sold the railroad to the new company. 

Mr. Cromwell. He did not. 

Senator Morgan. What did he sell} 

Mr. Cromwell. The shares. 

Senator Morgan. He sold the shares? 

Mr. Cromwell. He sold certain shares; yes. 

Senator Morgan. How many? 

Mr. Cromwell. I think 68,534, speaking from memory. 

Senator Morgan. Out of 70,000? 

Mr. Cromwell. Out of 70,000; yes, sir. 

Senator Morgan. That left about 11,000 shares? 

Mr. Cromwell. One thousand one hundred shares. 

Senator Morgan. One thousand one hundred shares, I mean, that 
were in priyate hands? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. How many of those shares did you hold at that 
time? 

Mr. Cromwell. None. 

Senator Morgan. When did you acquire shares? 

Mr. Cromwell. I acquired 14 shares in March, 1893. I am speak- 
ing- of the railroad company. You are, too, are you. not? 

Senator Morgan. Yes. 

Mr. Cromwell. March 31, 1893. 

Senator Morgan. Then when did you acquire the balance? 

Mr. Cromwell. As appears by the list which I haye put in evidence 
here. 

Senator Morgan. The dates are giyen? 

Mr. Cromwell. The dates are giyen; yes, sir. 

Senator Morgan. What did you pa^ for those shares in the market? 

Mr. Cromwell. I haye no recollection, Senator. It was a small lot. 

Senator Morgan. Did you pay above or below par? 

Mr, Cromwell. Probably par or somewhat below par. 

Senator Morgan. About how much below par? 

Mr. Cromwell. I have no recollection at all. 

Senator Morgan. Down as low as 65 ? 

Mr. (yROMWELL. I can look it up. I have no recollection. 

Senator Morgan. You have no recollection at all? 

Mr. Cromwell. No, sir; it was a little lot of 14 shares which I acauired 
for the purpose of being able to qualify myself as director, ana any- 
body else in our party who had to be from time to time qualified as 
director. 

Senator Morgan. At the time of the transfer of these shares from 
the old company to the new, were you a stockholder in the railroad? 

Mr. Cromwell. I think that transfer occurred in 1894. If so, I 
must have been a shareholder of these few shares that I speak of, these 
14 shares. 

Senator Morgan. Did you have any connection with the transfer 
of any stock? 

Mr. Cromwell. No, sir; not the remotest. 

Senator Morgan. Not the remotest? 

Mr. Cromwell. No, sir. I was not their counsel then. 1 did not 
know any individual connected with the canal company. 
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Senator Morgan. Do you remember, as a fact, whether you bought 
your shares before the transfer by the liquidator of the old company 
to the new company ? 

Mr. Cromwell. I have no recollection of the fact, one way or the 
other, Senator. It is a fact that I bought 14 shares on the 31st of 
March, 1893, and the rest of the record speaks for itself. I had no 
concern in the transfer of it from the old liquidator to the canal com- 
pany, and nothing to do with the organization of the canal company. 

Senator Morgan. At the time you purchased your shares the liqui- 
dator of the old company was the majority stockholder in the railroad? 

Mr. Cromwell. The liquidator was a majority stockholder; yes. 

Senator Morgan. At the time you bought your shares? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. And at the time you became director in the rail- 
road company ? 

Mr. Cromwell. The liquidator was a majority stockholder. 

Senator Morgan. Yes. 

Mr. Cromwell. Yes, sir; the stock list here presented shows that. 

Senator Morgan. Yes; that appears. 

Mr. Cromwell. In the stock list which has been filed here. 

Senator Morgan. Did you go into that purchase for a speculation, 
or did you go into it for the purpose of getting position in the canal? 

Mr. Cromwell. The purchase of what? 

Senator Morgan. The purchase of that stock. 

Mr. Cromwell. You mean the 14 shares? 

Senator Morgan. Yes. 

Mr. Cromwell. Solely to qualify myself as a director. 

Senator Morgan. In what road? 

Mr. Cromwell. In the Panama Railroad Company. 

Senator Morgan. Oh, yes. 

Mr. Cromwell. I was elected director a few days thereafter, on 
April 3, 1893. 

Senator Morgan. You bought it for that purpose? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. It had already been intimated to you, then, that 
you would be a director? 

Mr. Cromwell. Ye^, sir; I was asked to become a director. 

Senator Morgan. By whom? 

Mr. Cromwell. Some of the other directors of the company. 

Senator Morgan. Who was it? 

Mr. Cromwell. Mr. DrakS and Mr. Boyard. 

Senator Morgan. Mr. Boyard? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. He asked you to become a director in the railroad ? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. Who was Mr. Boyard? 

Mr. Cromwell. Mr. Boyard was the commercial agent of the liqui- 
dator of the canal company. 

Senator Morgan. So the commercial agent of the canal company 
asked you to buy stock and to qualify as a director in the railroad 
conipany ? 

Mr. Cromwell. Not to buy stock, but they invited me to become a 
director in the railroad company. 

p c— VOL 4—07 7 
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Senator Morgan. You could not get in without bujnng stock, could 
you? 

Mr. Cromwell. I am criticising your remark that they invited me 
to buy stock. 

Senator Morgan. Do not be too punctilious. I am trying to get 
at the truth. It may be that I stumble along a little bit, and I may 
not use exactly the form of English that suits you. 

Mr. Cromwell. You are sometimes inaccurate; that is all. 

Senator Morgan. Yes. Did Mr. Boyard ask you to buy that stock ? 

Mr. Cromwell. No, sir. 

Senator Morgan. Did he inform you before you had bought it 
that he wanted you for a director? 

Mr. Cromwell. He had. 

Senator Morgan. What relation had he, then, to the Panama Canal 
Company? 

Mr. Cromwell. He was, as I just have said, commercial agent of 
the canal company in the United States, buying and selling ite mer- 
chandise and shipping the same to the Isthmus. 

Senator Morgan. Was he a director in the canal company? 

Mr. Cromwell. No, sir. 

Senator Morgan. He was the agent, though? 

Mr. Cromwell. He was the commercial agent. 

Senator Morgan. Transacting all business of the canal company in 
the United States? 

Mr. Cromwell. I do not know what business he transacted. 

Senator Morgan. Is there anybody else that did transact any of it, 
within vour knowledge? 

Mr. Cromwell. I do not know what business they had occasion to 
transact, except to buy and sell merchandise and ship it to the Isthmus 
for the construction of the canal, and that work he attended to for 
them. 

Senator Morgan. How long did Mr. Boyard continue in his con- 
nection with the Panama Canal Company after that? 

Mr. Cromwell. He continued as commercial agent, in the same 
relation, down to the time of his death. 

Senator Morgan. When was that? 

Mr. Cromwell. April 2, 1904. 

Senator Morgan. When did he become a director in the railroad? 

Mr. Cromwell. I do not know. Some years before I did. 

Senator Morgan. He was already a director in the railroad when 
you went in ? 

Mr. Cromwell. He was. 

Senator Morgan. The understanding, then, must have been, I sup- 

?ose, that if you would qualify yourself to become a director, the 
anama Canal Company would put you in oflSce as a director of the 
railroad? 

Mr. Cromwell. That was not the understanding, and you have no 
right to make the supposition. 

Senator Morgan. What was it? 

Mr. Cromwell. I was invited to become a director in the Panama 
Railroad Company. 

Senator Morgan. By Mr. Boyard ? 

Mr. Cromwell. By Mr. Boyard, Mr. Drake, Mr. Simmons, and 
two or three other directors, and I insisted upon qualifying myself by 
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ownership of stock, so as to become a director bona fide and in law. 
I looked around to find stock to buy and came across these fourteen 
shares. There were very few lots for sale, and it was very seldom 
transactions in the stock occurred. I bought these few shares, and 
held them, to qualify myself. 

Senator Morgan. Immediately after you came into the raikoad com- 
pany in this way you became its general counsel? 

Mr. Cromwell. Not long after. I think it was in 1893 that I 
became counsel. 

Senator Morgan. So that part of the arrangement between you was 
that you would be general counsel? 

Mr. Cromwell. rJo, sir. 

Senator Morgan. It was not? 

Mr. Cromwell. It was not discussed or thought of. 

Senator Morgan. Did you have it in your mind at that time? 

Mr. Cromwell. No, sir. 

Senator Morgan. You at once became, also, after your qualifica- 
tion and election as a director, a member of the executive committee? 

Mr. Cromwell. Yes, sir; under similar invitation. 

Senator Morgan. Of whom did that committee consist at the time? 

Mr. Cromwell. I do not recall. The minute books will show. 
They are before you. 

Senator Morgan. These minutes are correct on that subject, are 
they ? 

Mr. Cromwell. I have no doubt of their correctness. 

Senator Morgan. Do you recollect whether at your first appearance 
in the executive committee bonds were ordered to be issued and sold? 

Mr. Cromwell. I have no recollection of the transaction one way 
or the other. 

Senator Morgan. Was there any bonded debt of that company at 
the time you .entered as director? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. How much ? 

Mr. Cromwell. I do not know the amount. The reports will show. 

Senator Morgan. There was an outstanding bonded debt at that 
time? 

Mr. Cromwell. There was. 

Senator Morgan. What kind? 

Mr. Cromwell. The sterling mortgage bonds. 

Senator Morgan. What percentage did they draw? 

Mr. Cromwell. Seven per cent. 

Senator Morgan. What amount? 

Mr. Cromwell. The total authorized issue was 1^5,000,000, I 
remember. 

Senator Morgan. How much was issued ? 

Mr. Cromwell. 1 do not know from memory. The annual reports 
are here, and I can get the figures in a minute. 

Senator Morgan. Had all those bonds been sold before you came in 
as a director? 

Mr. Cromwell. I have no recollection. Senator, about transactions 
of that kind. 

Senator Morgan. The books show it correctly ? 

Mr. Cromwell. Whatever the books show they show it correctly, 
of course. 
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Senator Morgan. Well, then, if bonds were issued on the day or 
very soon after you became a member of the executive committee, new 
bonds, additional bonds, what purpose were they issued for? 

Mr. Cromwell. I do not know. The minutes will state. The 
records of the company will show. 

Senator Morgan. Do you remember the issue of such bonds? 

Mr. Cromwell. No, sir; I have not the faintest remembrance of 
any such transaction. 

Senator Morgan. You do not remember having recommended it? 

Mr. Cromwell. I have no recollection about it. Senator. I would 
not be likely to have. 

Senator Morgan. After you got into that company, how many 
issues of bonds were made? 

Mr. Cromwell. 1 can not answer any question like that because I 
have no data with which to refresh my recollection. 

Senator Morgan. There were issues of bonds made after you came 
into the company ? 

Mr. Cromwell. Probably, for the purpose;? for which they were 
authorized and the wants of the company. That was the business of 
the Panama Railroad Company and its stockholders. 

Senator Morgan. How many issues of bonds have been made by 
that company in all? 

Mr. Cromwell. Do you refer to the period of my acquaintance 
with it, or away back to 1850? 

Senator Morgan. I want to know how many issues of bonds have 
been made by that compan}'^ in all? What are the different issues of 
bonds made by that company ? 

Mr. Cromwell. There were some issued in 1850 or 1854. I have 
no present recollection of the amount or disposition. I know they 
were retired and became extinguished by the issue of what is called 
the 7 per cent sterling mortgage bonds, which was an issue of bonds 
existing when I became a director, in 1893. That issue of bonds was 
retired and canceled in 1897. 

Senator Morgan. The sterling bonds ? 

Mr. Cromwell. The sterling bonds, yes, sir; and was supplanted 
by a reduced issue of bonds known as the present first mortgage 
bond issue. Those are the several mortgage bond issues of the 
Panama Railroad. 

Senator Morgan. Are they all? 

Mr. Cromwell. All; yes, sir. 

Senator Morgan. There were no bonds issued that were not mort- 
gage bonds? 

Mr. Cromwell. There were the subsidy bonds, 6 per cent subsidy 
bonds issued in respect of the Colombian subsidy, of which a descrip- 
tion has already been made here. 

Senator Morgan. You mean the subsidy to be paid to Colombia? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. Was that a mortgage bond? 

Mr. Cromwell. No, sir. 

Senator Morgan. There was no security given for it? 

Mr. Cromwell. Pardon me. I will give you the particulars of that 
in a moment. Any of these annual reports will explain it, I think. 
[After consulting report:] On November 1, 1880, there were issued 
$3,000,000 so-called 6 per cent subsidy bonds by the company, the 
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history of which ha8 been explained a number of times, I think, in the 
course of these proceedings, but I shall be very happy to repeat it, if you 
would like me to do so. Upon these bonds no moneys were received 
by the company. They were issued to and for account of the Colom- 
bian Government as an amortization of the subsid}'^, which was to run 
in anticipation up to a period expiring in 1908. Under that concession 
the Panama Railroad Company is obligated to pay what we would call, 
in short terms, an annual rental of $250,000. By the terms of the 
concession, $25,000 of it was made payable direct to the department of 
Panama for its support; the $225,000 remaining was payable direct 
to the government at Bogota. 

Under the terms of the same concession it was provided that when- 
ever Colombia desired the railroad company was obligated to cooperate 
in the anticipation of these payments. Accordingly, in 1880, the 
Colombian Government requested the railroad company to give out 
evidences of obligation in respect of this $225,000 running up to the 
year 1908. The railroad company complied, and issued a series of 
bonds known as the 6 per cent subsidy bonds, so calculated, both as to 
the payment of the interest upon the issue, and an annual drawing of 
about 140 bonds, as to make the exact equivalent of $225,000 per annum 
that they were bound to pay. This was nothing more than a change 
in the form of payment. It was a convenient way by which Colombia 
could realize upon in advance and anticipate the payments coming to 
it. But the railroad company incurred no larger obligation, paid out 
no more money, than it was bound to pa^^ by the terms of its conces- 
sion annually. 

The same documents provide that there shall be annual drawings by 
lot out of the mass of these bonds, and interest paid upon all the out- 
standing issue. As I have just said, the amount of these annual draw- 
ings and the amount of the interest together comes to $225,000. The 
railroad company is not obligated to make these payments, these draw- 
ings, nor pay this interest save only to an aggregate amount precisely 
the same as if it had drawn its check for $225,000 and paid it direct to 
the government at Bogota. The operation cost the Panama Railroad 
nothing. It was for tne convenience of the Colombian Government 
and in pursuance of the obligations of the concession, which required 
the railroad company to facilitate this anticipation of payment to the 
Colombian Government. These annual drawings and payments have 
proceeded from 1880 regularly and without default, and by such opera- 
tion these bonds, the original issue having been $3,000,000, have been 
now reduced to the sum of $533,000, of which the company holds 
$100,000 in its treasury. 

Senator Morgan. Mr. Cromwell, in virtue of the ownership of the 
great body of the stock of the railroad company by the Panama Canal 
Company, did not that Panama Canal Company have the absolute con- 
trol of the railroad company, so as to require it to do anything within 
the limits of its charter that it desired to do? 

Mr. Cromwell. It had the rights of a stockholder, whatever those 
rights are, sir; no more, no less. 

Senator Morgan. As a matter of fact, did not that railroad company 
receive the instructions of the Panama Canal Company as being 
authoritative in the management of its affairs? 

Mr. Cromwell. No, sir; quite the contrary. 

Senator Morgan. Why so ? 
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Mr. Cbomweix. Because of the independence of the board of 
directors and the very superior character of those gentlemen. 

Senator Morgan. Were the board of directors entirely indep^ident 
of the canal company ? 

Mr. Cromwell. They were all independent. The majority had no 
relation whatever with the canal company — not the remotest. The 
board of directors was composed of bank presidents or railroad men 
of hiff h rank and great personal independence, as you can see from the 
list of directors. 

Senator Morgan. Did not the canal company have the power at any 
time to remove the directors? 

Mr. Cromwell. No, sir. They had power once a year to elect a 
new board of directors. 

Senator Morgan. But they had no power in the interim? 

Mr. Cromwell. They had no power in the interim, and never exer- 
cised it, in my observation. 

Senator Morgan. No; but they had it. 

Mr. Cromwell. They did not have it. 

Senator Morgan. They did not have it? 

Mr. Cromwell. They could not have it, under the law, and did not 
have it. There is no law of New York or any other State allowing 
stockholders to remove a board of directors during the year. 

Senator Morgan. The board of directors had frequent correspond- 
ence with the Panama Canal Company ? 

Mr. Cromwell. I know nothing about that subject, sir. I do not 
think they did. 1 have no intimacy in the affairs of the company of 
that character. 

Senator Morgan. Through Mr. Boyard, as a director of the rail- 
road and the general agent of the Panama Canal Company, did they 
not receive instructions as to the policy to be observed? 

Mr. Cromwell. I know nothing whatever about the subject, sir. 

Senator Morgan. Nothing whatever? 

Mr. Cromwell. Nothing; I had no occasion to. 

Senator Morgan. You mean that you do not recollect, or that you 
never did know? 

Mr. Cromwell. I have no recollection, and it would be none of my 
business to know. 

Senator Morgan. Well, then, if these books show that you did you 
would have to qualify that statement? 

Mr. Cromwell. Whatever the books show is correct, sir; and if 
you refresh my recollection 1 shall be happy to assist you. 

Senator Morgan. The Panama Railroad Company had various com- 
mercial relations through its traffic manager, and through the action 
of the board of directors, and also of the executive committee with 
transportation companies in various parts of the world? 

Mr. Cromwell, i es, sir. 

Senator Morgan. You knew what those relations were? 

Mr. Cromwell. In a general way, as any director would; yes. 

Senator Morgan. As a member of the executive committee, you 
know them particularly? 

Mr. Cromwell. As a director and as a member of the executive 
committee would. 

Senator Morgan. These records show a great deal of negotiation 
and correspondence between the railroad company and various other 
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transportation companies, contracts of various descriptions, particu- 
larly with the Pacific trade. Were not those contracts, as a rule, sub- 
mitted to the approval of the Panama Canal Company ? 

Mr. Cromwell. I think, never; never, with my knowledge, except 
as to the Pacific Mail contracts. I think that I have a genersQ memory 
that t ose were Pacific Mail contracts, involving long terms of years 
and very important relations. 

Senator Morgan. That they were consulted about those? 

Mr. Cromwell. I think they were. I have heard from the oflScer 
that they were. 

Senator Morgan. If the board of directors was entirely independ* 
ent of the canal company, why was this consultation made? 

Mr. Cromwell. Very properly so. 

Senator Morgan. State a reason. 

Mr. Cromwell. It was very proper for the board of directors to 
consult the stockholders. That was a very different thing from taking 
directions from them. 

Senator Morgan. Did you consult with any stockholders besides the 

anama Canal Company? 

Mr. Cromwell. I did not consult with any of them. It was not my 
business. It was not a part of my duty. Senator. 

Senator Morgan. You had no consultations with them at all? 

Mr. Cromwell. With whom? 

Senator Morgan. With the Panama Canal Company on the subject 
of these transportation contracts^ 

Mr. Cromwell. I have had no conference with them upon anv of 
the traffic contracts except, possibly, on the Pacific Mail. I think: on 
some of my visits to Paris I have probably spoken about the Pacific 
Mail contracts, with no particular data before me, but as a matter of 
importance and interest. 

Senator Morgan. You do not remember writing any letters on that 
subject? 

Mr. Cromwell. No, sir; it was not in my department at all. 

Senator Morgan. Give your best recollection of that arrangement 
with the Pacific Mail, beginning with the first one that was in exist- 
ence, if there was one, at the time that you became a director, and 
then coming on down with it. What were the changes that you remem- 
ber to have taken place? 

Mr. Cromwell. I would not attempt to state from memory. Give 
me the contracts and I shall be very happy to give you my best 
impression from them. 

Senator Morgan. You have no recollection of the changes that were 
made? 

Mr. Cromwell. I have a recollection of some of the main features, 
of course. 

Senator Morgan. Well, let us have those. 

Mr. Cromwell. The first contracts with the Pacific Mail, I think, 
provided for a fixed subsidy. 

Senator Morgan. Was that in existence at the time you became a 
director? 

Mr. Cromwell. I do not recall, sir; but you can tell from the date 
of it. 

Senator Morgan. You have the date there, have you not? 

Mr. Cromwell. No, sir; 1 have not. Can you furnish it to me? 
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Senator Morgan. I think it is in the book somewhere. You can 
take these minute books and look through them and see. You are 
familiar with them. Here are three volumes of them, and there are 
others. I would like to have you find out about that. 

Mr. Cromwell. I will do it with pleasure. I may be able to find it 
easier in some of the papers that 1 have here than by going through 
those volumes, Senator. 

Senator Morgan. Very well. 

Mr. Cromwell. I shall have to get the older reports. If it is mate- 
rial I will hunt it up. I can only tell by going through all these 
books, which will take some little time. 1 can find out for you dur- 
ing the recess. 

Senator Morgan. It will not be time wasted if we find out the busi- 
ness. Here are the books. 

Mr. Cromwell. There is a printed set of these books, in which it 
could be much more easily found. 

The Chairman. What are you looking for? 

Mr. Cromwell. The Senator has asked when a certain contract was 
made, and I am trying to find its date. 

The Chairman. It is in one of those books, probably. 

Mr. Cromwell. Yes; but the printed volumes are so much easier 
to look through. 

The Chairman. I do not recall any other books that we have had 
from the Panama Canal Company. 

Mr. Cromwell. It is all in these books. I was merely trying to 
find a more convenient way of getting it. (After consulting minute 
books:) Referring to the minute book, Senator, my present impres- 
sion is that that contract was in force when I became a director, for I 
note there was a controversy on with the Pacific Mail Company relat- 
ing to the contract, and that the subject came before the board. 

Senator Morgan. Have you got a copj^ of the contract there? 

Mr. Cromwell. No, sir. We can get it for you. It is in the 
minute book. 

Senator Morgan- It is in one of these volumes? 

Mr. Cromwell. It must be in one of the volumes. I have not seen 
it there, but it has been printed in the Congressional Record a dozen 
times. 

Senator Morgan. For purposes of identification, state your recol- 
lection of the substance of that contract. 

Mr. Cromwell. I would not be willing to state from memory the 
substance of a contract so long ago as that. 

Senator Morgan. It was a very important contract, was it not? 

Mr. Cromwell. It was an important contract; certainly. 

Senator Morgan. It included the whole question of the transporta- 
tion across the Isthmus between the Pacific and the Atlantic? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. And the railroad company made terms with the 
Pacific Company — what was the name of that company? 

Mr. Cromwell. The Pacific Mail Steamship Company. 

Senator Morgan. Who was the president of that company ? 

Mr. Cromwell. Mr. Huntington. 

Senator Morgan. That is the one I referred to. 

Mr. Cromwell. The contract was made before I became a director. 
I had nothing to do with the making of the contract. 
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Senator Morgan. Yes. That contract provided, if I remember it 
correctly, that a certain amount of space in the steamers between New 
York and Colon should be paid for or estimated, whether freight went 
in or not? 

Mr. Cromwell. In substance I think the contract provided that the 
Pacific Mail engaged to take a given amount of space and pay therefor 
a given sum of money. 

Senator Morgan. Whether any goods were sent or not? 

Mr. Cromwell. Whether they occupied it or not. That contract 
has been before Congress on two or three occasions. It is a part of 
the published records. 

Senator Morgan. You remember it as being set forth in the Fellows 
report, do you not? 

Mr. Cromwell. Yes, sir; and you have had it printed two or three 
times, I remember, Senator. 

Senator Morgan. The object of that agreement was to put it in the 
power of the Pacific Mail to control the commerce that passed across 
between San Francisco and the coast of the United States on the 
Atlantic side? 

Mr. Cromwell. I can not characterize the contract. It speaks for 
itself, Senator. I had nothing to do with the making of the contract. 
It was made before I became a director. I am one of the men that 
terminated the contract. 

Senator Morgan. You had a great deal to do afterwards with the 
extension and modification of itf 

Mr. Cromwell. I had a great deal to do with fighting against it. 

Senator Morgan. You did fight against it? 

Mr. Cromwell. I did. 

Senator Morgan. All the way through? 

Mr. Cromwell. I finally helped to terminate it. 

Senator Morgan. That contract was to the great advantage of the 
Pacific railways, was it not? 

Mr. Cromwell. Well, I do not know, sir. I can not characterize 
it. It was advantageous to the Panama Railway Company, and that 
is all I was thinking about. 

Senator Morgan. Was there any contract between the Pacific rail- 
roads for pooling the rates or their freights in connection with this 
contract? 

Mr. Cromwell. I have no knowledge of the subject. 

Senator Morgan. None whatever? 

Mr. Cromwell. None. 

Senator Morgan. Did you not know it at the time you were fight- 
ing it? 

Mr. Cromwell. I was informed that such agreements existed, and 
they have been published as a part of the records of Congress. 

Senator Morgan. They overruled you in your fight, did they not? 

Mr. Cromwell. Who? 

Senator Morgan. The parties concerned; the railroad directors and 
canal company, and so on. 

Mr. Cromwell. No, sir; we terminated the contract as soon as we 
could. 

Senator Morgan. And then renewed it again ? 

Mr. Cromwell. No, sir; we terminated it as soon as we could advan- 
tageously terminate it, or safely terminate it. 
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Senator Mobgan. Well, it was terminated for a while and then 
renewed? 

Mr. Cbomwell. I do not recollect the date, Senator. The record 
speaks for itself. 

Senator Mobgan. Mr. Boj^ard being the representative of the Pan- 
ama Canal Company, and being a director in the railroad company- 
were not consultations held frequently between the canal company and 
the railroad company on that subject? 

Mr. Cbomwell. 1 do not know of any, sir. 

Senator Mobgan. If those books show them, then they are all 
right? 

Mr. Cbomwell. Whatever the books show is doubtless true. 

Senator Mobgan. The railroad company continued to be an Ameri- 
can company, notwithstanding its ownership by the canal company of 
France? 

Mr. Cbomwell. It did. It was not owned by the canal company of 
France, Senator, as you know. The French company merely owned 
certain shares of the stock, and it did not change the legal character of 
the American company. 

Senator Mobgan. I understand that; that if I own all of an apple 
except the stem, I own the stem, too. 

Mr. Cbomwell. Your illustration is not happy, nor accurate. 

Senator Mobgan. Well, make a more accurate one, defining exactly 
the situation. 

Mr. Cbomwell. Because 99 per cent ownership of the stock is not 
100 per cent ownership of the stock. 

Senator Mobgan. It is within 1 per cent of it. 

Mr. Cbomwell. It is within that 1 per cent that makes the differ- 
ence, and makes your illustration a poor one. 

Senator Mobgan. That was the difference in the effect, too, was it 
not? 

Mr. Cbomwell. That is the difference in fact. 

Senator Mobgan. And in the effect — in the control that the company 
had over the railroad? 

Mr. Cbomwell. It had no control, other than I have described as a 
stockholder, electing a board of directors. 

Senator Mobgan. In the power of control ? 

Mr. Cbomwell. It had the power of control in the election only of 
a board of directors. Subsequently it had no power over the board. 

Senator Mobgan. You are now a director in the railroad company ? 

Mr. Cbomwell. Yes, sir. 

Senator Mobgan. Under the same New York charter? 

Mr. Cbomwell. Yes, sir. 

Senator Mobgan. And with the same powers? 

Mr. Cbomwell. The same powers. 

Senator Mobgan. And you are in office? 

Mr. Cbomwell. lam. 

Senator Mobgan. And the President and the Isthmian Canal Com- 
mission could not turn you out? 

Mr. Cbomwell. No, sir. 

Senator Mobgan. So that, until your term of office expires, you are 
there for good and all ? 

Mr. Cbomwell. I am there until I wish to resign— until the next 
election, unless I wish to resign in the interval. 
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Senator Morgan. When were you last elected 'if 

Mr. Cromwell. April of this year. 

Senator Morgai4. Do you consider that as a director you have the 
right to disobey the orders of the Government of the United States in 
the conduct of the business of that railroad ? 

Mr. Cromwell. Well, Senator, let us notget into academic questions. 

Senator Morgan. It is hardly an academic question when you say 
that you had that right in regard to the Panama Canal when it was the 
owner. 

Mr. Cromwell. I unquestionably should vote according to my own 
judgment upon any matters that came before the Panama Railroad 
board. No man would be fit to be a director who would not do so. 

Senator Morgan. And in defiance of the request or order of the 
President or Secretary of War? 

Mr. Cromwell. No; I should resign if I had such a request, and it 
was not in accordance with my own judgment. 

Senator Morgan. The only remedy the United States would have 
would be your resignation ? 

Mr. Cromwell. It would have that mighty quick, and it would 
have a majority of the board, quite independent of me. Senator; so 
that my dissent would be impotent, even if I found reason to disagree. 

Senator Morgan. Are not the relations between the Government 
of the United States even firmer than were those of the Panama 
Canal Company and the railroad company ? ( 

Mr. Cromwell. They are now, sir; because the Government now 
owns all the stock. 

Senator Morgan. It owns the whole business \ 

Mr Cromwell. All except the qualification shares of the directors.; 

Senator Morgan. Still the President would not have the power to 
order you to leave that board ? 

Mr. Cromwell. He would not. 

Senator Morgan. Do you think Congress would? 

Mr. Cromwell. I do not. 

Senator Morgan. You do not? 

Mr. Cromwell. No, sir; speaking, of course, purely as a matter of 
law. 

Senator Morgan. That is what I am asking about — as a matter of 
law. 

Mr. Cromwell. Any director would be happy to retire upon the 
intimation of the Government at any instant. The oflice is purely 
honorary, without compensation. 

Senator Morgan. Neither Congress nor the President, then, would 
have the right to remove a recalcitrant director? 

Mr. Cromwell. No power of removal; no, sir. 

Senator Morgan. None whatever? 

Mr. Cromwell. No, sir. 

Senator Morgan. You are holding a pretty independent position, are 
you not? 

Mr. Cromwell. I am holding a very profitless one. 

Senator Morgan. But a very independent one. / 

Senator Taliaferro. Would that theory apply also to the officers of 
the railroad company ? 

Mr. Cromwell. No, sir. The officers are subject to removal by the 
board of directors. 

Senator Taliaferro. That is merely under the by-laws? 
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Mr. Cromwell. Yes, sir. 

Senator Morgan. You are an officer? 

Mr. Cromwell. I am not an officer; no, sir. 

Senator Morgan. Of the company ? 

Mr. Cromwell. No, sir; I am simply an appointee. The general 
counsel are simply employed or appointed. 

Senator Morgan. So that they could remove you as general counsel ? 

Mr. Cromwell. Oh, yes. 

Senator Morgan. But not as director? 

Mr. Cromwell. No, sir. I shall be very happy to resign whenever 
my services are not needed in any capacity. 

Senator Morgan. Well, we shall have to taKe that cum grano. 

You are also a member of the executive committee? 

Mr. Cromwell. I am. 

Senator Morgan. Would the President or the Secretary of War 
hsve the right to remove you from that? 

Mr. Cromwell. The board of directors would. 

Senator Morgan. But not the President? 

Mr. Cromwell. The board of directors have power to change their 
committees and officers, and the majority of the board are the mem- 
bers of the Isthmian Canal Commission. 

Senator Morgan. So that if there should be an equal division in the 
board in regard to your removal from the executive committee, the 
one casting vote of your clerk, Farnham, could keep you there or turn 
you out of there, could it not? 

Mr. Cromwell. Well, Senator, do not let us trifle with business in 
that way. 

Senator Morgan. You need not be afraid of my trifling with this 
business. You will find out whether it is trifling or not sooner than 
you expect. 

• Mr. lJromwell. Well, sir, the sooner you manifest it the better 1 
will like it. 

Senator Morgan. What is that? 

Mr. Cromwell. The sooner you manifest your intimations the 
better I will like it. 

Senator Morgan. You decline to answer? 

Mr. Cromwell. No; I will answer, if you wish it — if you think it 
is important. 

Senator Morgan. Well, answer it. 

Mr. Cromwell. Such a contingency is impossible to imagine among 
/ gentlemen. 

Senator Morgan. Maybe we are not all of that cloth. I do not 
know. 1 am afraid there are a good many connected with the canal 
work that are not of that cloth. I would like to leave out the refer- 
ence to '^gentlefnen" and say "men" — just "men." 

Mr. Cromwell. Yes, sir. I think you might enlarge your descrip- 
tion a little. 

Senator Morgan. Yes; very likely. I do not choose to make any 
enlargement. I am examining a witness now, and I have my rights, 
and I intend to have them on this record, and make you responsible 
for these facts. 

Mr. Cromwell. I hope you will, sir; and I hope you will remember 
your own responsibility. 

Senator Morgan. That is all right. Now, answer the question. 
Could your clerk, Farnham, in the case of an equal division among 
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the board of directors, turn you out of that position or keep you in, 
at his pleasure? 

Mr. Cromwell. Mr. Farnham, like myself, would act upon his 
judgment as a director, and be responsible for it. 

Senator Morgan. Has he the power, under the by-laws and charter, 
to turn you out of that executive committee? 

Mr. Cromwell. You mean, sir, in the contingency mentioned of a 
tie vote? 

Senator Morgan. Yes. 

Mr. Cromwell. He would have the power, as a director. 

Senator Morgan. He is still your clerk? 

Mr. Cromwell. He is still in the service of ni}^ firm, of course. 

Senator Morgan. On a salary ? 

Mr. Cromwell. Certainly. 

Senator Morgan. How much salary does he get? 

Mr. Cromwell. I think it is $3,500. 

Senator Morgan. How long has he been in that situation ? 

Mr. Cromwell. A good many years. 

Senator Morgan. How many years ? 

Mr. Cromwell. I have already testified about it. 1 think it is ten 
years or more. 

Senator Morgan. About how many years? 

Mr. Cromwell. I think it is over ten years, speaking from memory. 

Senator Morgan. There is a gentleman here who is a minister to this 
Government, Mr. Obaldia, who could treat you in the same way, could 
he not? 

Mr. Cromwell. He has the same powers and the same duties. Each 
director has exactly the same. 

Senator Morgan. What interest has Mr. Obaldia in this railroad 
except the mere fact that he has been elected a director? 

Mr. Cromwell. None. 

Senator Morgan. None whatever? 

Mr. Cromwell. None that I know of; no, sir. 

Senator Morgan. Are you still counsel for the mission from Panama 
to the United States? 

Mr. Cromwell. Yes, sir; on the same royal salary that I have 
already described. 

Senator Morgan. What was that? 

Mr. Cromwell. Of gratuitous service. 

Senator Morgan. You are volunteer counsel? 

Mr. Cromwell. I did not say volunteer. 

Senator Morgan. Well, are you? 

Mr. Cromwell. Am I what? 

Senator Morgan. Are you volunteer counsel to the Panama mission ? 

Mr. Cromwell. I have not volunteered anything. I do not under- 
stand your term. 

Senator Morgan. You have been invited to take the position ? 

Mr. Cromwell. 1 have been appointed by oflScial decree. 

Senator Morgan. And you hold that appointment? 

Mr. Cromwell. Certainly. 

Senator Morgan. Without salary ? 

Mr. Cromwell. I do. A salary has been offered me, and a salary 
has been declined by me. 

Senator Morgan. So that you are serving for the benefit of Panama? 
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Mr. Cromwell. I am, and am glad to do it. 

Senator Morgan. Ana you are also counsel for the railroad com- 
pany, under the employment of the United States? 

Mr. Cromwell. I am, sir. 

Senator Morgan. Serving for the benefit of the United States? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. In case of a conflict in your authority or conflict 
between the State of Panama and the railroad company, which master 
would you serve? 

Mr. Cromwell. If I could not do my duty according to my con- 
science, I should decline to act. 

Senator Morgan. It all hangs on your conscience? 

Mr. Cromwell. So far as my duties are concerned. 

Senator Morgan. Suppose your conscience permitted you to remain 
in oflBce and continue service to both parties while they were in con- 
flict; you would have the right to do so if your conscience permitted it? 

Mr. Cromwell. I would have the right to do so. Of course, I 
should resign upon the intimation of the Government. 

Senator Morgan. You are also now the counsel of the T^nama 
Canal Company ? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. And the situation would be the same in case of a 
conflict between the United States and the Panama Canal Company ? 

Mr. Cromwell. No, sir; there is no controversy possible between 
the two. 

Senator Morgan. I understand there is a controversy now pending 
between the two. 

Mr. Cromwell. I do not. 

Senator Morgan. When was that controversy ended? 

Mr. Cromwell. On the 18th day of April last. 

Senator Morgan. You have been counsel engaged in prosecuting a 
demand for how many millions of dollars against the United States in 
favor of the Panama Canal Company ? 

Mr. Cromwell. The United States was indebted to the canal com- 
pany, according to the canal company's view, and my judgment, in 
^)out $2,200,000 for work performed by the canal company since the 
^eport of the Isthmian Canal Commission — additional work added to 
:he canal. As has already been stated here, that subject was referred 
ito the President of the United States as arbitrator, and the President 
of the United States has decided, as arbitrator, disallowing the account. 
The matter is disposed of. 

Senator Morgan. The matter has been settled within what period 
of time? 

Mr. Cromwell. The matter was disposed of on the 18th of April. 

Senator Morgan. By who.-se decree or order? 

Mr. Cromwell. By the President's. 

Senator Morgan. Is the claim abandoned? 

Mr. Cromwell. It is disposed of. 

Senator Morgan. Is it abandoned? 

Mr. Cromwell. Certainly; absolutely disposed of by the arbitra- 
tion. 

Senator Morgan. You state, as counsel for the Panama Canal Com- 
pany before this committee, that this claim is now abandoned? 

Mr. Cromwell. I have no right to state one way or the other about 
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it. The arbitration speaks for itself. The arbitration was a complete 
submission, and the arbitrator has decided the question. 

Senator Morgan. Is that arbitration in writing? 

Mr. Cromwell. It is. 

Senator Morgan. Where is it? 

Mr. Cromwell. The President has announced it. 

Senator Morgan. I have never seen any submission to arbitration. 
There has been a submission ? 

Mr. Cromwell. It was submitted to arbitration, and your record 
here contains the form of it. 

Senator Morgan. Of the arbitration? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. Will you please be good enough to cite a record 
here that contains it? 

Mr, Cromwell. The record, I say. 

Senator Morgan. What record? 

Mr. Cromwell. Of this committee. 

Senator Morgan. On these hearings? 

Mr. Cromwell. I think so. 

Senator Morgan. I have never seen it. Do you state that that sub- 
mission was in writing? 

Mr. Cromwell. It was. 

Senator Morgan. Who is it signed by? 

Mr. Cromwell. It is signed by the representatives of the Attorney- 
General. 

Senator Morgan. Who are they? 

Mr. Cromwell. Messrs. Russell and Day. 

Senator Morgan. When was it signed? 

Mr. Cromwell. In Paris. 

Senator Morgan. When? 

Mr. Cromwell. At the time of the transfer — the closing of the 
title. 

Senator Morgan. Those gentlemen entered into an arbitration at 
that time? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. By which a claim amounting to more than 
$2,000,000 was to be settled by whom? 

Mr. Cromwell. By the President of the United States, as sole 
arbitrator. 

Senator Morgan. Who signed it on the other part? 

Mr. Cromwell. I did; for the canal company. 

Senator Morgan. Oh, you did ? 

Mr. Cromwell. For the canal company. 

Senator Morgan. You wrote the paper, then ? 

Mr. Cromwell. The paper was agreed upon between the counsel. 

Senator Morgan. You wrote it? 

Mr. Cromwell. It was agreed upon between counsel in the United 
States before we went over, and was signed there. 

Senator Taliaferro. Is there any objection to answering the Sen- 
ator's question, Mr. Cromwell? He asked if you wrote it. I can not 
see any possible objection to answering that. 

Mr. Cromwell. I have no objection at all. Senator, to stating it if 
I knew. It is a very brief paper, and is not more than ten lines. It 
was a composition of the counsel. 

Senator Taliaferro. I was speaking of his question. 
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Senator Kittredge. Is not that paper that you now refer to in the 
opinion of the Attorney-General on the question of title? 

Senator Morgan. No; it is not in there. I want to see it. 

Mr. Cromwell. It is in the report of the Isthmian Canal Com- 
mission. 

Senator Kittredge. Nineteen hundred and four? 

Mr. Cromwell. In the minutes of the Isthmian Canal Commission. 

Senator Taliaferro. Do you recall who drew up the submission ? 

Mr. Cromwell. I do not, sir. It was a 10-line lorm, prepared by 
the Attorney-General and myself, and its language is very simple and 
nothing at all remarkable. 

Senator Morgan. By the Attorney -General do you mean Mr. Knox ? 

Mr. Cromwell. 1 mean Assistant Attorney-General Russell, or Mr. 
Knox's assistant. 

Senator Morgan. Mr. Knox was not there? 

Mr. Cromwell. Well, it was an exchange of forms passing in his 
oflSce. It has no significance. 

Senator Morgan. Mr. Knox was not there, Mr. Cromwell, was he? 

Mr. Cromwell. Mr. Knox was not personally present at the par- 
ticular interview in which the form was prepared; but the form was in 
the hands of counsel of the Government from March until May — two 
months. 

Senator Morgan. You say the form was in the hands of the counsel 
for the Government for two months? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. The form which you prepared? 

Mr. Cromwell. The form that was agreed upon, Senator. 

Senator Morgan. When was it finally agreed upon? 

Mr. Cromwell. It was agreed upon March 10. 

Senator Morgan. Have you the paper? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. Please read it, so that the stenographer can take 
it down. 

Mr. Cromwell (reading): 

Department of Justice, 
Washington^ D, (7., March 10^ 1904. 

Mr. William Nelson Cromwell, 

General Counsel New Panama Canal Company. 

Sir: I have received your letter of the 9th instant concerning work 
done upon the Panama Canal since execution of the work included in 
the Isthmian Canal Commission's estimate of $40,000,000 as the value 
of the canal company's property. 

The President directs me to say that, without committing himself to 
any proposition of fact or law stated In your letter, he is willing to 
determine what amount, if any, the company should receive on account 
of such work in addition to the price of ^0,000,000 agreed upon. 
Respectfully, 

P. C. Knox, 

Attorney- General, 

By W. A. Day, 

Assistant to the Attorney- General. 

By Charles W. Russell, 

Special Assistant Attorney- GeneraL 

Signed at Paris, France, April 16, 1904. 
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Senator Morgan. Now, please state the date of that letter again. 

Mr. Cromwell. It was agreed upon March 10, 1904, in Washington. 

Senator Morgan. And signed on what date? 

Mr. Cromwell. And signed in Paris April 16, 1904. 

Senator Taliaferro. Now, where is tne letter upon which that 
agreement was based? 

Mr. Cromwell. Shall I read it, Senator ? 

Senator Taliaferro. I do not care for it, Mr. Cromwell; I just 
want to know if it is in the record. 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. What are you reading from? 

Mr. Cromwell. I am reading from papers of my own, Senator. 

Senator Taliaferro. Oh, yes. 

Mr. Cromwell. I have just had these printed for convenience in 
my work. 

Senator Taliaferro. I do not care for the letter. Do you want it? 
(Addressing Senator Morgan.) 

Senator Morgan. Yes; I want it. 

Mr. Cromwell. On March 9 I had addressed to the Attorney- 
General a letter, of which the following is a copy: 

Washington, D. C, March 5, IdOlt^ 
Hon. P. C. Knox, Attorney- Oeaeral. 

Dear Sir: In connection with the sale of the property of the New 
Panama Canal Company to the United States, permit me to state in 
writing what I have already stated to you in conversation concerning 
the construction work upon the Isthmus which the company has been 
performing while the isthmian canal question has been under consider- 
ation by this Government, and to present a general statement con- 
cerning such construction for which the company requests reimburse- 
ment by the United States, and also our proposal that the President 
act as sole and final arbiter. 

The valuation of $40,000,000 which the Isthmian Canal Commission 
placed upon the canal company's property was based, as their reports 
state, upon only three items, viz: 

(a) The maps, plans, etc, of the company. 

to The shares of the Panama Railroad Company. 

{c) The actual excavation useful according to the plan which the 
Commission adopted. 

They expressly excluded from consideration: 

{d) The value of any machinery and plant. 

le) The value of any supplies on hana; and 

(/) The value of any buildings upon the Isthmus, while admitting 
that these items, {d) ye) {/) (especially the last), represented large 
value. 

The company accepted the Commission's estimate without regard to 
the value of the machinery and plant {d)^ supplies (<$), and buildings 
(/*), and is now accepting for all its said property (a), (J), (c), (^, (A 
' O5 ^^® value estimated Ijy the Commission for only a part of it (a), 

)Ao). 

As to two of the three items upon which the Commission's estimate 
was based — the maps, plans, etc. (a), and the Panama Railroad shares 
(J) — these represent property which has neither increased nor dimin- 

p o— VOL 4—07 8 



iS 



3080 INVESTIGATION OF PANAMA CANAL MATTERS. 

ished. materially, and as to which the Commission's estimates are the 
same that they would be if the valuation were made to-day. 

With respect to the third item, however, the value to the United 
States of the excavation done by the canal company (<?), the situation 
is wholly different. The method by which the Commission arrived at 
the value of this item is clearly stated in its reports, and was as fol- 
lows: The Commission first, by careful computation, established unit 
prices for excavation, being the amount per cubic vard which it would 
cost the United States to do the work; they tnen ascertained the 
amount of total excavation done and deducted from this total the 
amount of excavation which, in their opinion, would not be of value 
to the United States upon the plan for the canal which the Commis- 
sion adopted; then by a siniple mathematical process applying the 
unit prices to the number of cubic yards of useful excavation, they 
computed what it would cost the United States to do this work (which 
the United States must have had done had not the company already 
done it), and the amount thus ascertained formed the value which 
they placed upon the work of excavation done. No account was taken 
of the actual cost of this excavation to the company, nor of the cost 
of any excavation not directly available or useful in the construction 
of the canal on the Commission's plan. 

The Commission based upon this estimate their further estimate of 
the cost of completing the canal. They computed the total number 
of cubic yards of excavation, deducted from this total the number of 
cubic yards excavated by the canal company which were useful on the 
Commission's plan, and, applying again the same unit prices to this 
remainder, obtained their cost of completing the excavation. 

Thus the amount at which the Commission valued the company's 
property upon the Isthmus was exactly determined by the number of 
cubic yards of excavation done so precisely that a single yard, more 
or less, of excavation done would have made an exactly proportionate 
change in the amount of that valuation,' and likewise would have, made 
an exactly proportionate change in the estimate of the cost of com- 
pleting the canal. The cost of excavating every cubic yard of mate- 
rial beyond what the Commission found to have been excavated was 
an element in the cost of completion and was taken into account as 
something for which the United States must pay. 

It was upon this same basis that the Spooner law proceeded. The 
amount appropriated thereby for the canal amounted to $175,000,000, 
of which $4:0,000,000 represented the Commission's estimate of the 
value of the company's property and $135,000,000 represented the 
Commission's estimate of the cost of completing the canal from the 

?oint at which the value, estimated as we have said, was $40,000,000. 
'hat is, the law expressly appropriates money to pay for all work done 
upon the canal after the excavation which the Commission took into 
account in fixing the value of the property. If the company had 
wholly ceased work at the time when the Commission obtained the 
data tor its said estimate, then all work beyond that point must have 
been paid out of the $135,000,000 appropriated to whatever contractor 
the United States employed to perform this work. The law authorized 
and directed that payment be made for that work. To whom such pay- 
ment should be made was and is a matter of no moment to the United 
States, nor does the law undertake to make any provision upon the 
point. But, in fact, the company did not cease work. To forward 
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the completion of this great work, to saye precious time, and to pre- 
vent the great injury which would result from an abandonment of the 
work the company has, ever since the visit of the Commission to the 
Isthmus at wnich the data for its above-mentioned estimates were ^ 
obtained, continued the work as it was then continuing it and has per- / 
formed a large amount of additional excavation at its own expense as 
it had theretofore performed it. 

The company has served a great national interest by proceeding 
with the work, and the United States derives the benefit thereof — and 
the consideration entitled to weight is the fact that by performing 
this additional work the company has to that precise extent shor^ 
ened the time required for the completion of the canal. 

All the work referred to in this communication was well and effi- 
ciently performed, was done in accord with the plans of the Isthmian 
Canal Commission, and was necessary and proper to be done in the 
execution thereof. 

The United States, therefore, in now taking over the works receives 
the property in a very diflFerent condition from that in which it was 
at the (mte to which the Comnjission's reports refer. The company 
has performed additional excavation for wnich, had it been performed 
at tne time of the Commission's examination, the Commission would 
have increased the valuation put upon the property, and the United 
States has not to perform to that extent the excavation included in 
the estimate of the cost of completing the canal for which it must 
have paid some other person had the company not done the work. 

If tnis additional work were not to be paid for by the United States 
the appropriation would not have been $135,000,000, bat as much less 
as such work amounts to; and payment for such additional work does 
not increase the appropriation by a penny, inasmuch as' it is a part of 
the very work emoraced in the estimate of $135,000,000, and conse- 
quently in the appropriation of that identical amount therefor. 

Manifestly it would not be equitable that the company should be 
put to loss because it has aided in forwarding the completion of the 
work, and has facilitated the task of the United States. Manifestly 
it should not be expected to perform, without compensation, work for 
which any other person would be paid. 

Early in 1903 1 particularly invited the attention of the Government 
to this subject, and the President designated Admiral Walker, Pro- 
fessor Burr, and General Hains, of the Isthmian Canal Commission, to 
examine into and report to him upon the character, amount, and cost 
of such additional work performed up to that time and to supervise 
the future work and verify the past and future expenditure in that 
regard. The Commissioners visited the Isthmus and fully performed 
their task, the company, under my direction, having thrown open to 
them, without reserve, all accounts and records and submitted all offi- 
cers and employees on the Isthmus to their examination. The com- 
pany furnished them detailed accounts of all such expenditures and 
f)articulars as to the work performed. The Commissioners also estab- 
ished a systematic method of currently supervising and verifying the 
future work and installed their agents on the Isthmus for the purpose; 
regular current accounts have ever since been rendered by the com- 
pany to the Commissioners (through their local agents). 

This method is now prevailing, and is that under which the current 
work is being performed. The Government therefore is already 
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advised of the details of the company's past and current expenditures 
covered by this communication and all other information concerning 
the work. Thus, for the past year the work has been conducted under 
the supervision of the United States and with its approval. 

The company respectfully requests reimbursement for such addi- 
tional excavation work and proposes, as an equitable adjustment of 
the matter, that the President of the United States shall, as sole and 
final arbiter, conclusively fix and determine what sum, if any, in addi- 
tion to the purchase price of its property the New Panama Canal 
Company is justly and fairly entitlea to receive from the United States 
for tne excavation work performed by the company since the execu- 
tion of the work included in the Commission's said appraisal. 

I have understood from you that this proposal has met the accept- 
ance of the President, under your advice, and I shall be glad to receive 
your confirmation of the same. 

I have the honor to be, yours, respectfully, 

Wm. Nelson Cromwell, 
Oeneral Cownael of the New Panama Canal Company. 

That, gentlemen, is the letter which was answered by the Attorney- 
General, with the authority of the President, accepting the arbitration, 
and under which the arbitration was made, with the result I have 
stated. 

Senator Morgan. That paper, and the letter that you have read 
here just preceding it, constitutes the only submission to arbitration, 
does it? 

Mr, Cromwell. That constitutes the submission; ves, sir. Follow- 
ing it, of course, there were the proof of claim and the testimony, and 
all that. 

Senator Morgan. I know; I am talking about the submission to 
arbitration. 

Mr. Cromwell. Yes, sir. 

Senator Morgan. These two letters comprise the whole affair? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. In regard to the submission? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. Is there any proposition in there for submission 
to arbitration of the President? 

Mr. Cromwell. Yes, sir; I have just read it. 

Senator Morgan. Please read it again. 

Mr. Cromwell. "The company respectfully requests reimburse- 
ment for such additional excavation work, and proposes, as an equitable 
adjustment of the matter, that the President of the United States shall, 
as sole and final arbiter, conclusively fix and determine what sum, if 
any, in addition to the purchase price of its property, the New Panama 
Canal Company is justly and fairly entitled to receive from the United 
States for the excavation work performed by the company since the 
execution of the work included in the Commission's said appraisal." 

Senator Morgan. You consider, then, that the paper that was signed 
in Paris a month later than that, or something like a month later, 
more than a month, was an acceptance of 3^ our proposition? 

Mr. Cromwell. It was, sir. 

Senator Morgan. For a submission? 

Mr. Cromwell. It was. 
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Senator Morgan. To the President of the United States? 

Mr. Cromwell. Yes, sir; and under which he has acted. 

Senator Morgan. Why was not that paper signed sooner? 

Mr. Cromwell. Because all the details of closing the title had not 
been agreed upon. Jt was naturally held in reserve until the United 
States was sure that it was going to acquire the property. 

Senator Morgan. Well, you adhere, of course, to the statements 
that you have already made here? 

Mr. Cromwell. What statements, sir? 

(Senator Morgan examined the record of Mr. Cromwell's testimony.) 

Senator Kittredge. Senator Morgan, would this be a convenient 
time for you to suspend for the day? 

Senator Morgan. Yes. 

Mr. Cromwell. Before you adjourn may I supplement the state- 
ment made a moment ago with reference to the directors of the 
Panama railroad — our powers and duties? We switched oflf from 
that topic, sir, in following these other topics. I had in mind to state 
something to you which I now beg the privilege of doing. 

Responding to your question as to whether the directors could be 
removed, I must call to your attention the fact that the Government 
has absolute and complete power to displace a director, not by com- 
manding him to retire, but by disqualifying him as a stocknolder. 
The Government owns, under option, the share of stock held by me, 
Mr. Farnham, Mr. Obaldia, and all of the other directors, assigned by 
us, indorsed by us, and held by the Government under the option 
agreements which I described in my previous attendance here; and 
under that the Government can at any moment pay the small balance 
due under the option, exercising the option, take to itself the share of 
stock, transfer tne share of stock on the record, and in an instant each 
of us disappears as a director of the company, because we become dis- 
qualified to act. 

Senator Morgan. How much is that balance? 

Mr. Cromwell. Ninetv dollars. 

Senator Morgan. So the Government of the United States by pay- 
ing you $90 could, then, remove you from the office of director? 

Mr. Cromwell. Absolutely — not by technical removal; it disquali- 
fies me as a director, which operates to remove me from office. 

Senator Morgan. I should think if you are disqualified you are 
removed. 

Mr. Cromwell. Yes, sir. I am simply making a distinction. 

Senator Morgan. And the Government could not do it without pay- 
ing you that $90? 

Mr. Cromwell. No, sir. I hope the Government is able to do it. 

Senator Taliaferro. Mr. Cromwell, do you know no process of 
law by which the holders of 99 per cent of the stock of a corporation 
could remove a board of directors who were conducting the business 
of the corporation in a way unsatisfactory to them ? 

Mr. Cromwell. There is no law, sir, of the State of New York that 
would authorize it, except for-— not to remove; no, sir. I still say no; 
but there would be this procedure. Senator: In cases where directors 
may abuse their trust 

Senator Taliaferro. Yes; that is what I refer to. 

Mr. Cromwell. Then, upon a bill in equity filed by a stockholder, 
the supreme court of New I ork would not only enjoin the directors 
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from pursuing an improper course, but could appoint a receiver over 
the corporation to enforce and to prevent the threatened wrong; and 
the Feaeral courts, of course, have similar power. 

Senator Mobgan. Suppose the stockholders of this corporation 
should become satisfied that a director, in virtue of his official relations 
to the railroad company, was embezzling the money of the company, 
and had embezzled it — could not the stockholders' meeting remove that 
director? 

Mr. Cromwell. No, sir; not under the law, Senator. But the 
remedy then would be instantly bv receivership; and in this case— — 

Senator Morgan. It might be done if you had a fair judee. 

Mr. Cromwell. And in the case of the United States, always keep 
in mind that the Secretary of War has surrounded this question witn 
the greatest caution by holding every share of stock of each director, 
under the option agreements 1 have described to you, And with the 
power upon nis own part to immediately cause those stock shares to be 
transferred out of the name of the director in whom they are vested, 
to divest him of his position, and to disqualify him as a director in an 
instant. 

Senator Morgan. Do you think you understand fully, Mr. Crom- 
well, the relations that the board of directors now hold to this railroad 
company under the United States ? Do you think you understand it 
fully? 

MrT Cromwell. I do. 

Senator Morgan. I supposed you did, because the Secretary of War 
intimated, if he did not say, that- you drew it. Was that a fact? 

Mr. Cromwell. Drew what? 

Senator Morgan. The plan — that you were the author of the plan. 

Mr. Cromwell. The plan of what? 

Senator Morgan. By which this optional agreement to remain in 
there was made. 

Mr. Cromwell. I have already described the agreement, and I have 
already given its substance, and I have already told you that I had pre- 
pared the paper in concert with the Secretary of War. 

Senator Morgan. Yes; you prepared it, and then conferred with 
him about it? 

Mr. Cromwell. I prepared it in concert with him, and in a form 
which is quite customary, as I described, in corporation matters. 

Senator Morgan. Well, I am glad to know tnat you and he are in 
accord about it. It gives great strength to his opinions. 

Mr. Cromwell. 1 drew it in accord with him and in pursuance of 
his instructions. There is nothing remarkable about the form of the 
agreement. 

(The committee thereupon adjourned until to-morrow, Thursday, 
May 10, 1906, at 10.80 o'clock a. m.) 
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The following papers are printed by order of the committee: 

War Department, 

Washington^ May 7, 1906. 

My Dear Sir: I beg herewith to transmit to you for printing in 
your record of evidence a report made to me by the chairman of the 
Isthmian Canal Commission with reference to the conditions on the 
Isthmus as found by him on his recent visit. 

Very respectfully, yours, Wm. H. Tapt, 

Secreta/ry of War. 
Hon. J. H. Millard, 

Chairma/n Committee on Interocecmic Canals^ 

United States Senate. 



Isthmian Canal Commission, 

Washington^ April 23, 1906. 

Sir: I have the honor to advise you as follows in regard to the 
results of my observations during a trip to the Isthmus of Panama, 
from which I returned on the 22d instant: 

THE WATER SUPPLY. 

One of the first thin^ brought to my attention upon arrival on the 
Isthmus was the condition of the water supply at Colon. Chief Engi- 
neer Stevens reported that the present dry season had extended over 
a period longer than any other during the past twenty-five years. As 
a result streams available for water supply were lower and the fear 
of a possible water famine greater than for many years. While the 
reservoirs supplying the districts of Fanana, Empire, Grorgona, and 
Bas Obispo contained sufficient water for many months to come, the 
stock of water in the reservoir supplying the district of Colon had 
become reduced to 1,500,000 or 2,000,000 gallons Therefore, as a 
means of impressing upon persons residing in that district the danger 
of extravagant use of water, Mr. Stevens eauipped a water train, 
erecjted three temporary water stations in the Colon district, and 
beg9,n hauling into that district 250,000 gallons per day for daily con- 
sumption, holding the supply in the reservoir for a possible emer- 
gency. This means of adequately meeting the daily needs will be 
continued until the rainy season again provides an exhaustless supply 
through the use of the reservoir system. 

In this connection it may be stated that a short time ago the water 
supply of the district of Colon, which had been owned and operated 
by the Panama Railroad as a commercial proposition, was transferred 
to the jurisdiction of the Canal Commission, and the Commission, fol- 
lowing the policy adopted upon the completion of the waterworks 
system of the district of Panama, ordered that water be furnished free 
to persons living in the district of Colon. The emergency measures 
above outlined, to provide sufficient water, resulted in no change in 
this policy, and the inhabitants continue to be furnished water free of 
cost. My attention being called to statements circulated to the con- 
trary, an inquiry developed that a certain hotel keeper in the district 
of Colon had incurred expense in providing water for his guests. 
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This, however, was because of his desire to serve a particular kind of 
water to be found upon the line of the Panama Railroad. An arrange- 
ment was accordingly made with the Panama Railroad, for which serv- 
ice he paid a nominal transportation rate. He could, however, have 
availed himself of the regular water supply without cost, if he so 
desired. 

The reservoirs created for distribution of water in the districts above 
mentioned have capacities as follows: 

Gallons. 

Panama i 800,000,000 

Empire 860,000,000 

Gorgona 600,000,000 

Colon 860,000,000 

Bas Obispo: Unlimited supply from perpetual running stream. 

HEALTH CONDITIONS. 

Under the direction of ^jovernor Magoon health conditions on the 
Isthmus are most satisfactory. Notwithstanding the fact that there 
are more employees and their dependents on the Isthmus than ever 
before (the monthly pay rolls showing from 22,000 to 23,000 employees, 
with a daily effective force of about 16,000 or 17,000) there were fewer 
patients in hospital than for many months past. Doctor Gorgas 
• reported 450 beds vacant in hospitals. There nas been no authentic 
case of yellow fever since last November. Mosquitoes are so scarce 
that many persons sleep in unscreened houses and discard mosquito 
netting without incurring personal discomfort. Doctor Gorgas is san- 
guine that he has the health situation so well in hand that no epidemic 
can arise within the Canal Zone. The danger can pnmA onlyfrom the 
outside. -Thequfijation of quarantine is therefore of paramounTimpor- 
tance, and is receiving the earnest attention of the health department. 
Following a case of yellow fever recently occurring at Bocas del Toro, 
on the Carribean coast, 169 miles distant from Colon, an officer of the 
sanitary department was sent to that port to take charge of its sanita- 
tion, at an expense to the Commission of not to exceed fSOO per month. 
This action was not taken, however, until after a conference with the 
officials of the Republic of Panama, who are willingly cooperating in 
the matter. It is considered wise, as an additional quarantine precau- 
tion. As an evidence of the general health conditions Doctor Gorgas 
stated the rate of sickness was only 20 per thousand. 

FOOD AND QUARTERS FOR EMPLOYEES. 

Under the direction of Chief Engineer Stevens, through the build- 
ing department, the policy adopted to provide for the employees suit- 
able quarters in which to live has been carried forward with great 
vigor. The building department has not only provided ample quar- 
ters for the existing force, but at this time has a reserve sufficient to 
accommodate 3,000 additional laborers. It has also provided suitable 
quarters for all American employees who may now be living in Com- 
mission houses, except in isolated cases where economic and other con- 
ditions may make a change undesirable. 

Under the direction of Chief Engineer Stevens, through the labor 
and quarters department and the commissary of the Panama Railroad, 
the policy adopted to provide suitable food at reasonable prices, while 
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not yet satisfactorily effected, has nevertheless made great progress. 
So far as the common laborers are concerned, uncooked food is obtain- 
able at reasonable prices from the commissaries of the Panama Bail- 
road. Mess kitchens have been created at the different labor camps, 
where wholesome and nourishing meals may be obtained by such 
laborers at a cost of 10 cents each, and at this price a small marginal 
balance in favor of the Commission is left. 

It is a deplorable fact, and one diflScult to account for from the 
American point of view, that these laborers do not avail themselves of 
this privilege except in small numbers. This is not due, it is believed, 
so much to penuriousness as to a desire to indulge in eatables less suited 
to their physical needs, and to gratify other desires. To meet this 
condition, because of its direct anH immediate effect upon the efficiency 
of the labor, the executive committee has authorized the chief engineer 
to insert in all future labor contracts a proviso whereby the employee 
agrms to permit a fixed amount to be deducted from his daily wage, in 
consideration of which he is to receive three wholesome and nourish- 
ing meals a day. The establishment of this method of overcoming the 
harmful attitude of the common laborer toward his physical needs must 
be gradual, and it has, therefore, been left to the chief engineer to 
fix the times and places when it shall become operative among the 
various consignments of labor and labor camps. 

With respect to the American employees, progress continues to be 
made in providing them with wholesome food of a character to which 
they are accustomed. Refrigerator cars of the most improved type 
are now in operation on the line of the Panama Railroad; a temporary 
cold-storage plant is in successful operation at Colon, and plans for a 
permanent plant on ^ much larger scale are well under way. Refrig- 
erating plants have been installed on two of the steamers of the com- 
pany operating between New York and Colon, and a plant will be 
installed on a third within the immediate future. A line of refrigera- 
tion has, therefore, been established between all points in the United 
States and the various districts within the Canal Zone, thus placing 
within the reach of all classes of employees perishable and other food 
supplies of the character to be found in the United States. The first 
consignments of American meats have been successfully distributed 
along this line of refrigeration. The first consignment of vegetables 
and similar food stuffs did not nieet with equal success, possibly due 
to the state of the vegetable market at home when such consignment 
was made. 

Nine large mess houses (or hotels) are maintained at as many differ- 
ent points along the line, where nourishing meals are served in clean 
surroundings at a cost to employees of 30 cents each. In the inaugu- 
ration of the policy of furnishing meals to the American employees 
at this price a loss was sustained by the Commission, it being a well- 
known fact that all work in its formative period, with inexperienced 
help in many instances, must be carried on at greater cost than pre- 
vails after an organization has become more efficient. Figures for 
the latest month available, however, show that these meals are now 
bein^ furnished to the American employees at 30 cents each without 
additional charge against the funds oi the Commission. 

In addition to the maintenance of these mess houses (or hotels) the 
American employees are permitted to buy uncooked food supplies from 
the commissaries of the Panama Railroad and may also secure meats 
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and other perishable foods through the medium of the line of refrigera- 
tion above mentioned. The charge to employees for such supplies is 
that paid by the Commission plus a fixed percentage to cover the 
expense of transportation and distribution. 

Additional mess houses or hotels are well under way and a continued 
improvement in this service will be brought about during the next few 
months. In this connection particular mention should he made of the 
Tivoli Hotel, situated on Ancon Hill, containing 160 sleeping apart- 
ments, many of them with private baths. The structure is completed 
and the hotel will be ready Tor occupancy as soon as the interior fittings 
and furnishings can be installed. 

TERMINAL, YARD, AND TRACK FACILITIES. 

Under the direction of Chief Engineer Stevens the policy adopted 
to create proper terminal, yard, and track facilities for the econoHiical 
reception and distribution of the vast amount of supplies entering into 
the construction of the canal, to provide for the disposal of excavated 
material, and to secure the proper power, equipment, and machinery 
for the economical handling of the same, is being carried out with 
great vigor. In line with the expressed intent of tnis general policy 
the work on the docks and wharves situated within the limits of the 
city of Colon has been limited to making existing facilities eflFective. 
Additional docks, wharves, and other terminal facilities are being 
constructed at Cristobal (which is within the Canal Zone, on the 
Atlantic side) and at La Boca (within the Canal Zone, on the Pacific 
side). 

New dock No. 11, in Cristobal, is completed, except the overhead 
shed, and is now being used by the largest ships. 

New dock No. 14, in Cristobal, is completed. With the completion 
of about 250 feet of dredging by the end of this month there will be a 
27-foot channel up to and alongside of those two docks, and an addi- 
tional dock is" to be constructed in this channel between docks 11 and 
14. A stationary crane on dock 11 and a moving crane on dock 14 
have been installed and are doing eflFective work. These two docks each 
provide berthings for two ships. 

The new dock at La Boca is completed, and is connected with the 
steel dock which formerly existed, thereby providing berths for three 
additional ships. Contingent upon type of canal, it is the intention to 
build an addition alongside the old steel dock at La Boca, as that 
dock does not possess suflScient strength to withstand the strain follow- 
ing the use of the heavy power and equipment now being operated on 
the Panama Kailroad. If this is done the existing steel dock will be 
turned into a warehouse and wharf for trucking purposes only. 

The large terminal yard at Cristobal is well aavanced toward com- 
pletion, the main and leading tracks being laid, and it only remains to 
connect the switching tracks between them. 

The new machine and erecting shops, coaling station, transfer pits, 
turntable, etc., are nearing completion. When these enlarged and 
improved facilities are completed it is hoped that the Panama Kailroad 
shops now located within the city of Colon may be dismantled and that 
all the work may be concentrated at the new shops in Cristobal. 

The main receiving and forwarding yards at Bas Obispo, on the 
Atlantic side of the divide, and at Pedro Miguel, on the Pacific side, 
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which are to receive the dirt trains moving down from the various 
levels of Culebra Cut, there to be switched and forwarded over the 
main line of the Panama Railroad for final disposition, are well under 
way. 

Several miles of the double tracking of the Panama Kailroad main 
line have been laid, and the grading for more is advancing rapidly. 
Much of the material for the double tracking which has not been laid 
is on the ground, available for use as fast as the grading is completed. 
The necessity for this double tracking, especially north and south of 
the two yards whence the dirt trains will come onto the Panama Rail- 
road main line, is becoming urgent, as will be seen from the fact that 
recently 148 train movements were made over one section of the road 
in one day. 

WORK IN CULEBRA CUT. 

The work of putting Culebra cut in shape for the approaching wet 
season, as well as for the installation of the largest possible number of 
steam shovels on a systematic plan, has been steadily carried forward. 
All the barriers across the cut left by the French have been removed, 
and not only have tracks been laid and ballasted on each level, but for 
most of the wav through the bottom of the canal prism a well-ballasted 
double-track line has been constructed. About 80,000 yards of the 
dirt slide have been removed, leaving a berm 150 feet wide back from 
the slope of the c^nal prism, so that if this slide continues to come 
down none of it will push over into the prism, as it has done hereto- 
fore. Following this same rule, in two or three years more the entire 
slide will have been removed. Clay on the top of the cut on the other 
side of the prism, which can not well be handled during the wet sea- 
son, has also been removed wherever there was danger of the side of 
the cut going far enough back to permit this clay to slide into the 
prism this season. This work is so well along that if the present eood 
weather should continue two or three weeks more Culebra cut will be 
in such shape as to permit of the removal of the largest quantity of 
material during the wet season without danger from any of the mis- 
haps from slioes or derailments due to bad tracks which have hereto- 
fore been attendant upon such eflForts. 

Chief Engineer Stevens during the month of March, without making 
any special eflfort, but following the general policy of work herein out- 
lined, removed 240,000 cubic yards of material, with an average of 10.7 
steam shovels working. The reports up to the 15th of this month indi- 
cate a still greater degree of efficiency in excavation. He believes that 
by July or August he will have forty shovels installed, and will be in a 

?9sition to remove approximately 1,000,000 cubic yards per month, 
he actual cost for material handled during March, figuring in con- 
tractor's expenses, was 53^- cents a cubic yard. 

MATERIALS AND SUPPLIES. 

Under the direction of Mr. W. G. Tubby, head of the division of 
material and supplies, appointed some five or six months ago, order 
and system prevail in this important work. Materials and supplies on 
hand have been inventoried, new storehouses constructed, lumber 
yards provided, and a system established whereby Mr. Tubby knows 
every day exactly what materials and supplies he has on the Isthmus 
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and where they are located. The danger of duplication of orders has 
been removed; and t^lthough materials and supplies have been received 
in larger quantities than ever before they nave been handled with 
expedition and at greatly reduced cost. Under Mr. Tubby's adminis- 
tration bills for materials and supplies received are checked and 
returned to the United States for voucher and payment by the next 
steamer after their arrival. The improvement in this department 
during the past few months has been pnenomenal. 

WORKING FORCE. 

The working force of the Isthmian Canal Commission as of date 
April 1 was distributed broadly among the different departments as 
follows: 

Government and sanitation 2,846 

Materials and supplies , 1, 670 

Auditing and disbursing 90 

Engineering and construction: 

Administration (including care of quarters) 460 

Municipal engineering (in charge of construction of water supply, sewer- 
age, roads, etc. ) 3, 295 

Master builder (in charge of houses and quarters) 2, 946 

Motive power, snops, etc 1, 521 

Culebra division, canal 3, 103 

La Boca division, canal 384 

Cristobal division, canal 433 

Chagres division, canal .■ 134 

Following the instructions left by me in October to all heads of 
departments to grade positions and employments and establish salaries 
and wage scales with the object in view particularly of doing away with 
the two bases of pay for common labor, established before the advent 
of the present Commission — that is, 20 and 26 cents, silver, per hour. 
1 find that this change has been gradually brought about without any 
serious friction or trouble. At the time of the promulgation of this 
policy over 50 per cent of the total of the labor pay rolls was on the 
basis of 26 cents per hour, whereas at this time only 1,500 men are 
repoiiied at this maximum rate of 26 cents out of a total of 9,000 in the 
engineering department, and I am informed that a similar percentage 
obtains in other departments. 

The morale of the force and its efficiency continue to improve. As 
the employees in all the departments get more familiar witn the work 
required of them and as the organization becomes more settled a cor- 
responding increase in the effectiveness of the force follows, as is shown 
by increased work at a less cost than before. 

This is even true, to a more or less extent, of the common laborers 
from the West Indian Islands. As the American foremen become 
more accustomed to their wa^'^s and understand better how to handle 
them, and as the common laborers become more familiar with the work 
that is expected of them, they are taking more interest in the work, 
and becoming somewhat more efficient. However, it is not expected 
that any high degree of labor efficiency will be developed until a better 
class of labor is introduced. 

LAW AND ORDER. 

Law and order continue to be maintained to a degree that would be 
remarkable under any conditions, and is especially so when the char- 
acter of the population of the Zone is considered, with its vast army 
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of 23,000 employees, gathered from all parts of the world. Under 
the administration of Governor Magoon the police force is so vigilant 
and so efficient that good order is steadily maintained, serious crime 
is almost unknown, and arrests are mainly for petty offenses and 
violations of the sanitary laws. 

RECREATION FOR EMPLOYEES. 

During a former visit to the Isthmus the Commission was accom- 
panied by two special employees,- recommended to it by civic organiza- 
tions in this country, for the purpose of systematically apjjroaching the 
important question of providing proper diversion ana social recreation 
for the American employees on tne Isthmus. Conditions at that time, 
however, were such that every energy had to be directed toward the 
more necessary and vital work of providing proper housing and feed- 
ing facilities for the employees, and the work oi providing diversion 
and social recreation was at that time passed over. It was, therefore, 
very gratifying to see on this trip that the American employees had 
taken up this question themselves and organized clubs at various labor 
centers. 

It was my pleasure to attend an entertainment given by a club com- 
posed of representatives of the various kinds of skilled labor, and of 
office men, located at Corozal. The entertainment was well attended 
and of a high class throughout, and if it is indicative of what is being 
done by other clubs on the Isthmus, this important question of social 
recreation and diversion will solve itself. Tne men, with true Ameri- 
can spirit, evidently appreciate that those things which are the out- 
growth of our own desires, and achieved by our own efforts are, in the 
long run, more lasting and more satisfactory. The Corozal Club was, 
however, assured, ana through it the other clubs along the* line, that 
the Commission had not lost interest in the matter, and would gladly 
cooperate in providing clubhouses and such furnishings as would be 
proper and right for it to provide. 

CIVIL SERVICE EXAMINING BOARD ON THE ISTHMUS. 

The United States Civil Service Commission having expressed a 
desire to visit the Canal Zone for personal observation as to the appli- 
cation of civil-service principles to employees located on the Isthmus, 
an invitation was extended to that Commission to accompany me; and 
in accordance therewith Commissioner Cooley and Chief Examiner 
Kiggings were present during a portion of my stay on the Isthmus. 
Mr. Pepperman, the assistant chief of the Washington office, and in 
immediate charge of relations with the Civil Service Commission, also 
accompanied me. 

While on the Isthmus Messrs. Cooley and Kiggings made examina- 
tion as to the character of work exacted of employees and the condi- 
tions under which they serve and consulted freely with heads of depart- 
ments and subordinate chiefs located on the Isthmus. As a result, 
aside from affording a better understanding of the existing rules and 
regulations, it Was decided to establish on the Isthmus a local examin- 
ing board, to be composed of canal officials acting under the Civil Serv- 
ice Commission, for the purpose of testing the fitness for appoint- 
ment to positions subject to the civil-service requirements of those 



8092 INVESTIGATION OF PANAMA CANAL MATTEBB. 

persons who may of their own accord appear upon the Isthmus and who 
are believed to be fitted and whose services are needed by the local 
officials. This board will also test fitness for the transfer or promo- 
tion of persons serving on the Isthmus in employments not subject to 
civil-service rules to positions which are subject to the rules when such 
change in the duties of an employee is in the interest of good adminis- 
tration. The eligible lists resulting from these examinations held on 
the Isthmus are to be separate and distinct from those resulting from 
examinations held in the United States. 

Changes in the character of the examination given by the CivU 
Service Commission for appointment to the position of clerk, with a 
view to securing as a result of such examination persons experienced 
in different lines of clerical work, were suggested and will be adopted. 

NEW MONETARY ARRANGEMENT. 

The monetary agreement entered into with the four principal bank- 
ers of the Republic of Panama, under which the disbursing officers of 
the Commission have been furnished with funds to meet payments, 
expires by limitation on April 29. While this agreement has worked 
fairly satisfactorily, there has been a constantly increasing scarcity of 
Panamanian silver. This matter was carefully gone over in confer- 
ence with all the heads of departments on the Isthmus, the gist of 
which was communicated to you by cable. 

To obviate the disastrous results which would follow in the event of 
failure on the part of the bankers to furnish the disbursing officer 
funds in exchange for his drafts against New York, and with your 
approval, the disbursing officer has been authorized to import United 
States coinage and currency from the United States when necessary 
to meet the obligations on the Isthmus. This is now possible because 
it has been ascertained by experience that laborers on the Isthmus 
who have been accustomed to receive their wage in silver have now 
learned of the relative value of American gold, and gladly accept the 
same. In fact it is stated that the laborers paid in silver oftentimes 
convert this coinage into that of the United states through local banks 
on the Isthmus for remittances. It is believed that there will be no 
difficulty whatever in meeting the major part of the pay-roll obliga- 
tions with American gold, and also with paper money. 

PANAMA RAILROAD AND PACIFIC MAIL. 

I met on the Isthmus by appointment Mr. R. P. Schwerin, vice- 
president and general manager of the Pacific Mail Steamship Company, 
for conference relative to the interchange of traffic between the Panama 
Railroad and Steamship Line and the Pacific Mail Steamship Line. 
Mr. Schwerin was accompanied by Mr. J. Kruttschnitt, transportation 
director of the Harriman lines, and Mr. C. W. Jungen, general man- 
ager of the Atlantic steamship lines of the Southern Pacinc Company. 

In company with General Manager Stevens and Superintendent 
BierdMr. Scnwerin and his party were shown the terminal and trans- 
portation facilities of the Panama Railroad for handling cargo, and the 
method followed in the handling of such business was explained to 
them. 

The subsequent conference resulted in a settlement of all points of 
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difference, and an agreement was reached between the two companies 
to work in harmony in the interest of the entire route. 

This joint inspection of facilities and conference disclosed the fact 
that since the middle of December there has been no congestion of 
freight on the Isthmus, and that with the gradual completion of addi- 
tional docks and wharves now building, and the gradual increase of 
larger equipment and heavier power now arriving, the possibility of 
another freight blockade or congestion grows less and less. In fact, 
it was the consensus of opinion tnat in view of what had already been 
accomplished by the Panama Railroad in enlarging and bettering its 
facilities and equipment, prompt and satisfactory interchange of traffic 
was to-day more a question of clisposition on the part of the two 
interests to work in narmony than of additional tools with which to 
work. If the agreement made by both parties to cooperate with each 
other in making a success of the route is adhered to, misunderstandings 
and freight congestion should be things of the past. 

As an evidence of the improved efficiency of the Panama Railroad 
and its terminals, it may be stated that the steamers of the Panama 
Railroad operated out of New York, with sailings every five days, are 
promptly discharged and loaded on arrival at Colon, and the sch^ule 
is properly maintained, an accomplishment, I am advised, that has 
not heretofore been possible with the tonnage now being handled. 

Vice-President and General Manager Stevens has created an entirely 
new organization of the personnel of the Panama Railroad, with a 
distinct assignment of duties to the head of each department, which 
became effective March 1. Superintendent Bierd's course for several 
months following his appointment, in digging into the details of each 
and every department of the railroad, has put him in personal touch 
with and given him personal knowledge of every feature of the work, 
and has enabled him to begin to build up an organization which 
promises great efficiency. 

It must DC remembered that railroading on the Isthmus is an entirelv 
different proposition from railroading in the United States. An offi- 
cial on the Isthmus has no outside sources from which to draw men or 
materials. He must depend largely on what is there and what he can 
create from what is there. As an illustration of the conditions under 
which the officials must perform their work, I wish to cite an incident 
related to me by Mr. Stevens. In order to protect the trains, the move- 
ments of which were growing denser and denser, a system of block 
signals was created, and a telegraph operator, whom they trained to 
the duties of his position, was placed in each blockhouse. One morn- 
ing, without any warning, seven of these operators resigned and left 
for the United States. As a result of this, train service was disar- 
ranged and the block system had to be in part temporarily abandoned, 
because there was no supply of operators near at hand from which to 
draw to fill the places of those who had quit. 

In order to relieve Vice-President and General Manager Stevens of 
some of the details incident to the opei'ation of the Panama Railroad, 
and as a merited reward for efficient service, Mr. Stevens's recom- 
mendation that Mr. Bierd be promoted from superintendent to general 
manager of the road has been approved. 

While much has been said and done with respect to freight traffic, 
the growth of the passenger traffic has also become very great, and 
with the increasing number of employees it will continue to grow. 
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The present passenger equipment consists of small coaches hauled by 
light passenger engines. 

Six large new passenger coaches, ordered to be built some time ag'o, 
are about due on the Isthmus, but more will be required. Vice- 
President Stevens was therefore requested to study the situation and 
make reauisition for such eq^uipment as he thinks necessary to take 
care of tne constantly increasing passenger business. Larger passen- 
ger cars will not only enable us to haul more people in eacn car, but, 
by using larger engines, to haul many more people in each train, and 
thus prevent what would otherwise result in a very large increase in 
the number of our passenger trains. With the present heavy and 
continually increasing train movements, this is a thing much to be 
desired. We now have four through passenger trains each way a day, 
hauling from five to seven cars each, and yet passengers are frequently 
required to stand in the aisles or on the platforms, which, of course, 
is not good railroading. 

COMMISSARIES. 

The commissary department of the Panama Railroad had outgrown 
the ability of the man in charge of it, and General Manager Stevens 
therefore, sometime prior to my arrival, had made a change in that 
oflSce. It is now administered by a person believed competent to suc- 
cessf uU V handle this branch of the work. 

It will be recalled that when the commissaries of the Panama Bail- 
road were thrown open last summer to all classes of employees a sys- 
tem of coupon books was devised and issued to employees on demand, 
up to a fixed percentage of their accrued wa^e. The commissaries 
were made available to all classes of employees m order to place within 
their reach food supplies at reasonable prices, and the use of coupon 
books was resorted to as affording a medium of purchase to such 
employees as could not adjust the purchasing power of their monthly 
wage from pay period to pay period. 

Shortly after the adoption of this policy, as a concession to the mer- 
chants of the Republic and the Zone, an arrangement was made whereby 
these coupons could be used in the purchase of goods from such mer- 
chants and would be redeemed upon presentation to the railroad com- 
pany. • It has developed, however, that this practice has led to many 
abuses; that the privilege has not secured the benefits sought for by 
legitimate merchants, except in a small degree, and that these coupons 
have placed temptation for fraud in the waj of the employees. There- 
fore, at a meeting of the executive committee of the railroad, on the 
Isthmus, it was decided to withdraw this privilege from the merchants 
of the Republic and the Zone and limit the use of the coupon books to 
the original intent of aiding employees in the securing of rood supplies 
from tne commissaries of the company. This action will take effect 
as of May 15, 1906. 

CONSOLIDATION OF OFFICES. 

Immediately prior to my sailing for the Isthmus Local Auditor 
Starke was summarily removed from office for misconduct, and pend- 
ing my arriv^al Disbursing Officer Williams was designated as acting 
local auditor in addition to his other duties. Upon arrival on the 
Isthmus, and as a result of a conference with General Auditor Benson 
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and Disbursing Officer Williams, and after securing the views of other 
heads of departments, it was decided to vest the control of these two 
offices in one official under the title of disbursing officer and local 
auditor. Such action will obviate certain duplication of work, par- 
ticularly in respect to checking the pay rolls, and will undoubtedly 
facilitate the payment of the enormous pay rolls following the expira- 
tion of the pay period; in fact, it was possible at the first pay period 
following the change to begin and conclude the payments of the rolls 
two days earlier than had been before accomplished. 

REMOVAL OF HEADQUARTERS. 

Following the policy decided on at the time of a former visit to the 
Isthmus, Chief Engineer Stevens has removed his headquarters from 
Panama to Culebra. The residence of the chief engineer and the 
administration office building have been occupied for several weeks. 
Some of the necessary quarters for the officers and headquarters 
en^iployees are finished ana occupied and additional quarters to amply 
provide for the remainder will be ready for occupancy in a very short 
while. Meantime some of the employees are brought from other 
near-by (juarters on the line of the railroad. The chief engineer reports 
that he is delighted with the new location, and that he tninks the effi- 
ciency of the force has been increased fully 50 per cent. 

Acting under the same general orders, issued in August last, the 
disbursing and auditing departments will be moved to Empire, a short 
distance from Culebra. Tne necessary buildings are under way, and 
it is hoped that the force will be moved within sixty days. 

Work is in progress on the foundations for the governor's house on 
Ancon Hill, but tne administration building for the governor, to be 
also situated on that hill, has not yet been commenced. Meantime, 
the offices of the governor are continued in the old canal administration 
building in the city of Panama, which aflfords them ample office space. 

MARINE BARRACKS. 

The question of a permanent location for marine barracks on the 
Isthmus was considered in conference, in accordance with vour wishes, 
and it is thought that this matter can best be determined when more 
definite information is available as to the type of canal. It has been 
suggested, however, that the Corozal Hotel, situated 3 miles distant 
from Panama and on the main line of the Panama Railroad, might be 
well suited for this purpose. In addition to the main hotel building 
there are a number of smaller cottages, which would serve for officers' 
quarters. This hotel was built primarily for the use of the clerical 
force in the offices at Panama, but with the removal of a large portion 
of that force to Culebra and Empire, and with the completion of the 
Tivoli Hotel, on Ancon Hill, this class of employees will be well pro- 
vided for elsewhere. The hotel is, nevertheless, utilized to its maxi- 
mum capacity, but if the type of canal determined upon will permit of 
the occupancy of this site it is believed that it will be a very desirable 
change to all interests, inasmuch as the buildings are ready for imme- 
diate occupancy by the marines, and the Commission force now quar- 
tered therein can be provided for elsewhere. From a Commission 
point of view this would also enable the chief engineer to avail himself 
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sooner of the quarters now occupied by the marines at Obispo, and 
which can be utilized at once by him to great advantage. 

CONCLUSIONS. 

The results already obtained justify the policy decided upon during 
my first trip to the Isthmus and briefly outlined in my report to the 
President under date .of August 12, 1905. In that report I called 
attention to the fact that the serious mistake which had been made up 
to that time was in attempting to "make the dirt fly" in advance of 
thorough preparation, and informed the President that instructions 
had been issued to close down the work of excavation, except in so far 
as was necessary to put the cuts in proper shape for the installation of 
the maximum number of steam shovels for economical service. 

The work of canal construction divides itself properly into two parts, 
one of which must precede the other. 

First. Thorough preparation. This includes the creation of an 
eflFective organization; the sanitation of the Isthmus; providing suit- 
able quarters and food for employees; constructing proper terminal, 
yard, and railway-track facilities and intermediate vards for the han- 
dling of the vast quantities of supplies and materials; the installation 
of a system of tracks through the cuts; the working out of all engi- 
neering problems, and the formulation of a comprehensive plan tor 
carrying forward the work in each department. 

Second. The actual construction of a given type of canal. 

The work of preparation is at once the more important and the more 
difficult of these two tasks. If it be not done thoroughly, intelligently, 
and well in every part the second task, that of actual construction, 
will be handicapped from the start. The launching of every great 
enterprise, the creating of an organization with which to carry on the 
work, is always the most difficult part of it. Once that has been accom- 
plished successfully, the subsequent task of execution is comparatively 
easy. This preliminary stage is nearing completion on the Isthmus. 
Inspection during this last visit showed that the many intricate prob- 
lems connected with the engineering branch of this task have been 
worked out, that in manv otner departments the preliminary work has 
been completed, and each week is witnessing its completion in others. 
Other necessary work will occupy the organization to advantage for a 
short time to come, but at the present rate of progress the time is fast 
approaching when decision as to type of canal will be essential to the 
continuation of work. 

TYPE OF CANAL — DECISION URGENT. 

Finally, the most important and pressing question before the Com- 
mission to-day is a decision in regard to the type of canal to be con- 
structed. Chief Engineer Stevens pointed out to me the route of 
several diversion channels, the construction of which should be under 
way, but which he can not commence until the type of canal is decided 
upon. We have also in mind certain other intermediate yards, which 
we can not locate until that decision is reached. We are also holding 
back the improvements at La Boca (the Pacific terminus), both as to 
terminal yards and the extension of the steel pier, already referred to, 
not knowing whether or not the type decided on will cause us to, aban- 
don all these improvements. 
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The extent and character of additional machinery to be used, as well 
as the extent and character of additional equipment to be purchased, 
are all awaiting the determination of this most vital question, ana 
inasmuch as all this machinery and equipment must be manufactured to 
order in the United States, and manufacturers in almost every branch 
are filling their books with orders months ahead, the delay in reaching 
a decision as to type may mean a very serious delay in getting the neces- 
sary plant, and thus ultimately mean serious delay in the construction 
of the canal. 

Very respectfully, T. P. Shonts, 

Chairman. 

The Secretary of War. 
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Committee on Interoceanic Canals, 

United States Senate, 
Washington^ D. C, Thursday^ May 10^ 1906. 

The committee met at 10.30 o'clock a. m. 

Present: Senators Millard (chairman), Kittredge, Morgan, and 
Taliaferro. 

TESTIMONY OF WILLIAM NELSON CBOMWELL, ESQ.— Continued. 

Senator Morgan. We rather wandered off yesterday, Mr. Crom- 
well, from the line of examination that I wanted to observe. 

Mr. Cromwell. Senator, before you continue, may I make a brief 
correction of your statements? 

Senator Morgan. Certainly. 

Mr. Cromwell. In your examination yesterday. Senator, at page 
3061, you stated that it appears from the minute book that in 1893 
there was a purchase of rolling stock by the railroad company from 
the liquidator of the old company. I have examined the minute 
book and find that the transaction to which you referred did not 
occur in 1893. 

Senator Morgan. Well, when did it occur? 

Mr. Cromwell. It occurred in 1892, sir. 

Senator Morgan. 1892? Well, I was mistaken in the date. 

Mr. Cromweli.. The mistake is material, because I was not a di- 
rector in 1892, and I was a director in 1893. 

Senator Morgan. Now, what was that transaction? Just explain 
it to the committee. 

Mr. Cromwell. I know nothing of the transaction, sir, except as 
contained in the minutes. 

Senator Morgan. Explain it from the minutes. 

Mr. Cromwell. Yes, sir. The minutes. Senator, of June 14, 1892, 
contain the following [reading] : 

" Purchase of rolling stock from the liquidation of the canal com- 
pany. Mr. Oppenheim stated that after an extended consideration 
of the topic, which had previously been the subject of a proposed 
convention between the two companies, he had agreed with the 
liquidator upon a basis of settlement which involved the payment 
of a lump sum of $360,000, in easy payments, for the purchase of 
the entire rolling-stock plant of the canal company now in use by 
the railroad company, for the settlement of the accumulated rentals 
due on that ground, and for the settlement of the sum of $40,000 now 
due to the railroad company for account of reconstruction of wharf 
No. 5. Whereupon it was resolved that a full report, which should 
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embody the reasons for these conclusions, be prepared by the secre- 
tary and submitted to this committee at a later meeting for its 
approval and adoption." 

At the next meeting, on Jime 21, 1892, the following entry appears: 

" Purchase of C. I*, rolling stock ; payment of amount due by 
liquidation to Panama Railroad Company for wharf No. 5. 

" The settlement of the above matters was one of the objects of 
your delegates' visit to Paris, and as the result of several conferences 
held with the liquidator or his representatives we no\f present the 
following arrangement, to date from July 1, 1892, with the recom- 
mendation that it be ratified and put into execution by the board." 

Then follows a long minute. 1 will read sufficient of it to show 
what it is. [Reading :] 

" The Panama Railroad purchases from the. liquidation all the 
C. P. rolling stock belonging to it on the Isthmus, consisting, on 
March 31, 1892, of 27 locomotives, 256 box cars, 234 coal cars, and 443 
flat cars. The liquidation cancels the debits made for locomotive 
rental (at the rate of $2,022.50 per month) since July 1, 1890; in 
other words, gives us a credit on their Isthmus books of $48,540. The 
Panama Railroad agrees to pay to the liquidation the sum of $400,000, 
from which $40,000 is to be deducted as an indemnity due the railroad 
for the reconstruction of wharf No. 5. The balance, namely, $360,000, 
becomes due on July 1, 1892, and runs at 4 per cent interest until 
paid," etc. 

From this minute it appears. Senator, that the transaction to which 
you referred did not occur in 1893, but did occur in 1892. At that 
time I had no acquaintance of any nature, sort, or description with 
the Panama Railroad Company or any of its directory or parties. 

Senator Morgan. You were not, then, a stockholder? 

Mr. Cromwell. I was neither a stockholder nor a director ; so that 
the transaction has no relation to me. 

Senator Morgan. Well, that transaction left the railroad company 
the owner of all of its rolling stock — all the rolling stock and prop- 
erty upon the road? 

Mr. Cromwell. It left it the owner of the rolling stock described 
in the lines that I have just read to you. 

Senator Morgan. The liquidator of the old company, being at that 
time the owner of sixty-eight thousand and odd hundred dollars of 
the stock, was, in effect, selling that property to his company — to him- 
self, as liquidator — was he not? That was the effect of it? 

Mr. Cromwell. No, sir; because he did not own a corresponding 
property interest in the canal company, which was the purchaser. 

Senator Morgan. I do not quite understand that explanation. 

Mr. Cromwell. Perhaps we are at cross-purposes regarding shares. 

Senator Morgan. Yes. It seems to me very clear that the liqui- 
dator of the old company, being at that time the owner of all the 
stock that had been purchased, the sixty-eight thousand and how 
many shares? 

Mr. Cromwell. Sixty-eight thousand five hundred and thirty- 
four, I think. That is near enough for present purposes. 

Senator Morgan. Yes. When that liquidator sold the rolling stock 
of the railroad company to the railroad company he was selling it to 
himself. 
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Mr. Cromwell. Its practical effect would be that. 

Senator Morgan. That is the practical effect? 

Mr. Cromwell. I think it would be practically so, with a small 
difference of the minority interest. 

Senator Morgan. In other words, that was the beginning of the 
enterprise, as I understand it — I do not know whether you under- 
stand it that way — ^by which the Panama Canal Company was using 
this railroad company, this American institution, for the purpose of 
getting out of it all the money that was possible to be realized by the 
canal company. That was tne way it was running. 

Mr. Cromwell. That is your inference. Senator. There is no 
warrant for it. 

Senator Morgan. That is my inference. 

Mr. Cromwell. The rolling stock, I understand, was worth the 
sum paid for it, and therefore the railroad company received the 
value. 

Senator Morgan. You say the rolling stock was worth the sum 
paid for it ? 

Mr. Cromwell. Yes, sir; and therefore the railroad company re- 
ceived value, and there was no depletion. 

Senator Morgan. Was that before or after the date of the organiza- 
tion of the new company ? 

Mr. Cromwell. That was before the date of the organization of 
the new company. 

Senator Morgan. How long before? 

Mr. Cromwell. The New Panama Canal Company was formed in 
October, 1894, the record states. 

Senator Taliaferro. May I ask a question there in this connec- 
tion. Senator? 

Senator Morgan. Certainly. 

Senator Taliaferro. How did this rolling stock become the prop- 
erty of the canal company ? 

Mr. Cromwell. I do not know. Senator; I had no previous ac- 
quaintance with the canal company at all. 

Senator Morgan. They had never bought anything except the 
stock. 

Senator Taliaferro. I understand. I was addressing my inquiry 
to the witness's attempted explanation that the property was worth 
what the railroad company paid for it. 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. If that is so, and the railroad company had 
need for the rolling stock, why did they not buy it directly them- 
selves ? 

Mr. Cromwell. Buy it directly from where? 

Senator Taliaferro. In the open market. 

Mr. Cromwell. Because this was ready at hand, and could be 
bought cheaper than you could buy rolling stock in the market. 

Senator Taliaferro. What was the canal company doing with it ? 
How did they happen to have rolling stock on hand that was needed 
by the railroad company ? 

Mr. Cromwell. I do not know, Senator. I know they were in the 
midst of partial construction at that time, and they were in con- 
struction and had their own equipment, just as the canal company has 
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equipment of its own now, using it for their own tracks; I do not 
mean for commercial tracks alone — not for commerce, you see, but for 
the transportation of their material and their excavation work. And 
this equipment was owned by the canal company, in furtherance of 
its work, which was quite independent of the work of the railroad. 

Senator Taliaferro. Then your presumption or understanding is 
that this rolling stock which was bought from the canal company by 
the railroad was rolling stock used for construction purposes s 

Mr. Cromwell. For construction of the canal. 

Senator Taliaferro. Yes ; I say for the construction of the canal ? 

Mr. Cromwell. Yes, sit. 

Senator Taliaferro. What did the railroad company wish with 
the rolling stock to construct the canal ? 

Mr. Cromwell. To use it for the purposes of its own business 
affairs. To use it in its own system. 

Senator Taliaferro. So that the railroad company would there- 
after be constructing the canal, or that part of it in which this roll- 
ing stock was used ? 

Mr. Cromwell. No, sir ; for its operations. 

Senator Taliaferro. I understood you to say that this was not 
stock that entered into the commercial operations of the railroad? 

Mr. Cromwell. I did not say, Senator, that it did not enter into it. 
I say that the canal company had rolling stock independent of the 
rolling stock which the railroad company needed for its commercial 
operations. 

Senator Taliaferro. Well, now, Mr. Cromwell, is it a fact that 
the character of rolling stock that the canal company would use in 
its construction operations would be suitable for the commercial pur- 
poses of the railway company? 

Mr. Cromwell. Not for 'general commercial purposes, but only 
for such purposes as would be incident to the construction of the 
canal, naturally. It would not be useful, all of it, in the current 
commercial use, but it would be useful as an adjunct to the canal 
work. So, in fact, I may say that I know nothing of the trans- 
actions. It occurred before my experience, and I only know of it 
as a matter of historical interest. 

Senator Taliaferro. I took it up with you because you undertook 
to explain it. I am perfectly willing to dismiss the subject on your 
statement that you are not familiar with the facts. 

Mr. Cromwell. I thank you. Senator, for that statement, because 
that is the truth. I have no knowledge about it, except the general 
knowledge that the company acquired it because the canal company 
did not need it at that time. I may say that all these transactions 
have been ratified by the' stockholders, years in and years out, again 
and again, so that they have passed into recorded history. 

Senator Morgan. Did you assist in the ratification of them ? 

Mr. Cromwell. Always. 

Senator Morgan. How much cash money was paid for that stock to 
the canal company? 

Mr. Cromwell. For the rolling stock ? 

Senator Morgan. Yes. 

Mr. Cromwell. I know nothing but what the minutes state. 

Senator Morgan. What do they show there? I want to get that. 

Mr. Cromwell. The minutes state that the consideration was 
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$400,000, less $40,000 that the canal compay owed the railroad com- 
pany. 

Senator Morgan. For work on the wharf ? 

Mr. Cromwell. Yes, sir; for repairs on the wharf. Have you 
finished on this topic? I do not wish to interrupt, but I would like to 
make another statement. 

Senator Morgan. On this topic, yes. 

Mr. Cromwell. I wish to assist the committee by alluding to the 
queries that were made yesterday regarding the qualification of di- 
rectors' shares. I thought it might assist the committee if I brought 
to you a copy of the option agreement which has been here referred to 
several times, so that you would see its language. 

Senator Taliaferro. The option under which you hold the Gov- 
ernment stock ? 

Mr. Cromwell. Yes, sir ; aside from the description, which I have 
only very briefly given. Each director of the Panama Railroad Com- 
pany has signed and delivered an option agreement in the following 
terms 

Senator Taliaeerro. Do you wish it read. Senator Morgan ? 

Senator Morgan. I think it had better go in the record. 

Mr. Cromwell. I will read it, then. [Reading :] 

New York, May ff, 1905, 
Hon. Wm. H. Taft, 

Secretary of War of United States, 

Dear Sir: Confirming our agreement respecting the one share of 
the capital stock of the Panama Railroad Company owned by me, I 
beg to state: 

That in consideration of $10 by you to me paid, the receipt whereof 
is hereby acknowledged, I hereby agree to sell, assign, and transfer 
to you at any time within three years from this date, upon your call 
and demand, and do give you the right and option to purchase and 
take the certain identical one share of the capital stock of the Panama 

Railroad Company, represented by certificate No. , standing in my 

name on the books of said company, for and in consideration of the 
sum of $90. Any dividends which may be declared upon this stock 
before this option may be exercised by you and payment made there- 
under shall belong to me. 

As a part consideration hereof, I do hereby irrevocably consti- 
tute and appoint you mv proxy and agent for me and in my name, 
place, and stead, with lull power of substitution and revocation to 
attend and act as my proxy and agent at any and all annual and 
special meetings of the stockholders of said company held within said 
period and at any adjournment of any such meeting, and to make, 
execute, and deliver any and all waivers, consents, or votes without 
any such meeting, upon or in respect of the said share of the said 
capital stock standing in my name, and with all and every right, 
power, and privilege which I would possess as the owner thereof if 
personally present or personally so acting, for any and all purposes 
soever, including any amendment of the charter of said company, any 
increase of the capital stock, or the creation of bonds, mortgages, or 
leases in respect of any present or future property of said company, 
or for any other object or purpose soever, without qualification ; and 
I agree to execute and deliver to you irrevocable proxy or proxies to 
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this effect as from time to time by you demanded, and to do no act 
inconsistent with this agreement or which will in any respect be by 
you considered as an impairment of the value of said share or of 
your rights of purchase hereunder given. 

As security for the performance by me of all the provisions of this 
agreement I herewith deliver to you said certificate for the said 
share of stock duly assigned and transferred, to be by you held under 
and subject to the terms of this agreement. If at any time within 
said period you shall exercise said option and make said payment, 
then the said stock and the certificate therefor shall become and be 
your absolute property free from this agreement, and I do thereupon 
sell, assign, and transfer the same to you accordingly ; and if witnin 
said period you shall not exercise said option and make said pay- 
ment, said certificate shall be returned to me upon my demand with- 
out obligation upon my part to repay the sum or $10 above mentioned. 
It is understood that this agreement relates to the specific one share 
in question, and that this agreement is specifically enforceable by 
you as to the same. 

This agreement shall in all respects extend to and be obligatory 
upon your successor as Secretary of War of the United States, and 
the occupant, for the time being, of said ofiice. 

All demands, payments, and communications to me hereunder shall 

be addressed to me at , and as so addressed shall be legal and 

sufficient. 



Witness : 



Senator Taliaferro. What are the proceedings connected with the 
qualifying of a director when he is elected by the stockholders? 
How do you qualify ? 

Mr. Cromwell. The qualification, sir, exists by the ownership of 
a share of stock. 

Senator Taliaferro. Do you subscribe to no oath? 

Mr. Cromwell. No, sir. 

Senator Morgan. And you give no bond ? 

Mr. Cromwell. No, sir ; in no corporation. 

Senator Taliaferro. There is no qualifying oath, as in the case of 
a director in a national bank? 

Mr. Cromwell. No, sir. The sole qualification of a director is 
that he shall be an owner of stock. 

Senator Taliaferro. Is it a bona fide ownership ? 

Mr. Cromwell. A bona fide ownership. In some States there is 
another feature of qualification, namely, that a certain number of 
directors must be residents of the States in which the corporation 
exists. 

Senator Taliaferro. Does the New York law require bona fide 
ownership? 

Mr. Cromwell. It does. 

Senator Taliaferro. Do you consider yourself a bona fide owner 
of that share of stock? 

Mr. Cromwell. I do, Senator. I and each of the other director:^ 
paid $100 of our own money for our shares. 

Senator Morgan. Who did you pay it to ? 
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Mr. Cromwell. To the Secretary of War. It is now in the Treas- 
ury of the United States. Then the Secretary of War purchased 
from us, under this option sfgreement, that share, identified by its 
identical number, and paid $10 on account, out of the Treasury. 
Therefore, each stockholder is out $90, and so remains out. 

Senator Morgan. What was the number of your share? 

Mr. Cromwell. I do not know the number. I think it is in this 
very paper that I just handed to you. I struck out the number, so 
that it would just show th§ general form. I think that is my num- 
ber. I can get it from the book, if you wish it. 

Senator Morgan. Have you ever had it in your possession since 
you delivered it to the Government? 

Mr. Cromwell. Why, of course not. 

Senator Morgan. Oi course not ? 

Mr. Cromwell. Of course not. 

Senator Morgan. I do not see why it is " of course," if you own it. 

Mr. Cromwell. Under the process that I have explained. Then, 
each share covered by this agreement, identified by its number at- 
tached to that agreement, is m the hands of the Treasurer of the 
United States — ^in the hands of the Government of the United States. 
Under that agreement, as you see, the United States may transfer 
that stock instantly, upon mere tender to each of the directors of 
his $90. 

Senator Taliaferro. Is not that agreement practically a bill of 
sale? 

Mr. Cromwell. It is not a bill of sale, sir. 

Senator Taliaferro. Practically, I say? 

Mr. Cromwell. Not practically; because payment is not made 
under it. When payment is made, then it becomes, instantly, ipso 
facto, self-acting, a bill of sale. 

Senator Taliaferro. Then, as a matter of fact, now, as a legal 
fact, does not the Government own the stock that stands in your 
name? 

Mr. Cromwell. It does not legally own it. Senator. In law, and 
as a matter of law, the ownership of that stock is in each director, 
subject to the right of the Government under that agreement to 
force specific performance of that agreement. In order to spe- 
cifically perform it, the Government has only to make the payment 
which the agreement provides for, and then title vests again m the 
Government. 

Senator Morgan. I wish to ask another question right there. 

Mr. Cromwell. And the consideration for it is the small payment. 

Senator Morgan. You say, if I understand you, that, as a matter 
of law, this is a contract for the sale and delivery of that stock 
back 

Mr. Cromwell. No; it is not a contract. It is an option. 

Senator Morgan. It is only an option ? 

Mr. CROMWELii. Yes, sir. 

Senator Taliaferro. Are you familiar with the national-banking 
laws? 

Mr. Cromwell. Well, somewhat. 

Senator Taliaferro. Could a director qualify in a national bank 
as you have qualified as a member of this directory, assuming that he 
owned ten shares instead of one? 
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Mr. Cromwell. I think he could, sir. The title unquestionably 
is in the owner, the purchaser, who paid his money. We have paid 
our money, and the Government has got our money this minute. 

Senator Morgan. It has got $90 out of a hundred. They have 
paid you back $10 of it. 

Mr. Cromwell. I say they have got our $90. The transaction is 
insignificant in money, and I am just analyzing it because of the 
principle involved, of course. But the Government has in its Treas- 
ury the $90. 

Senator Taliaferro. Why not the $100? 

Mr. Cromwell. Because it paid me $10 for the option, as the con- 
sideration that validates it. 

Senator Taliaferro. That really is a part payment on the stock? 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. And still you are a bona fide owner of the 
stock ? 

Mr. Cromwell. It is a payment for the option ; not a payment on 
the stock. 

Senator Taliaferro. What did you pay for the stock? 

Mr. Cromwell. One hundred dollars. 

Senator Taliaferro. What are you to get in return if the Gov- 
ernment exercises its option ? 

Mr. Cromwell. I will get $90. I have already received $10, and 
I would get $90 more. 

Senator Taliaferro. You insist that that is not a payment on 
account of the stock ? 

Mr. Cromwell. It is not, sir; and the option provides that it is 
not; for if the Government did not exercise the option, then the 
$10 is forfeited by the Government, and that makes clear that it is 
not a payment upon account. 

May I make another suggestion ? 

Senator Morgan. Yes; but not outside of this subject. I want to 
keep you on this subject. 

Mr. Cromwell. Yes; I want to keep on it. I wanted to answer 
the question of Senator Taliaferro regarding the power of removal 
under the law. 

Senator Taliaferro. Yes. 

Mr. Cromwell. My statement is correct that the stockholders have 
no power of removal as such. They can not call a meeting, for in- 
stance, of stockholders and remove directors. I also mentioned yes- 
terday that action could be brought in our Supreme Court. While 
actions can not be brought by stockholders to remove, an action can 
be brought by the attorney-general to remove. 

Senator Taliaferro. By the attorney-general in behalf of the 
stockholders? 

Mr. Cromwell. Upon the petition of the stockholders or cred- 
itors or any party interested. And that proceeding is a proceeding 
in the nature of a quo warranto, and it comes on for trial, and if 
upon full trial the cause of action was sustained then there would 
be removal. 

Senator Taliaferro. So that you think now, Mr. Cromwell, that 
there is a process of law by which the holders of 99 per cent of the 
stock of a company could remove an objectionable board of di- 



INVESTIGATION OF PANAMA CANAL MATTERS. 3107 

rectors — a board of directors not discharing its duties or guilty of 
malfeasance in office, for example ? 

Mr. Cromwell. I think not, Senator, in a technical sense. I am 
trying to meet the essence of your question rather than its techni- 
cality. Technically, no. The stockholder has no cause of action 
himself. He has no power of removal in himself. The stockholders 
have no power of removal of themselves. But the attorney-general, if 
they can convince him that there is a good cause of action, may insti- 
tute a proceeding in the name of the people of the State. 

Senator Morgan. You mean they can go into court and get the 
director removed, but that they can not remove him without going 
into court ? 

Mr. Cromwell. I do not mean quite that. They can not go into 
court at all. The attorney-general is the only one who can go into 
court. He goes into court in the name of the people. 

Senator Morgan. He represents the Government? 

Mr. Cromwell. He goes in the name of the people of the State of 
New York. 

Senator Morgan. You are so remarkably refined and technical in 
your language that it is impossible for me to keep up with you, and 
yet I am a pretty old lawyer and have been at it a good while. 

The attorney-general represents the people ? 

Mr. Cromwell. Of the State of New York. 

Senator Morgan. And the Attorney-General of the United States 
represents whom ? 

Mr. Cromwell. The people of the United States. 

Senator Morgan. Or the Government, which ? 

Mr. Cromwell. I will leave that for you to define. Senator, as you 
are such a good lawyer. 

Senator Morgan. I never heard of his being elected by the people. 
I do not know whether he represents them or not. 

Mr. Cromwell. Nor I either. 

So that, under this option agreement that I mentioned this morn- 
ing, the power resides in the Government to disqualify each director 
and then vacate the office whenever any director ceases to be agreeable. 

Senator Morgan. To get down to your phraseology, you say, tech- 
nically, the board of stockholders could not remove a director ? 

Mr. Cromwell. No, sir ; the body of stockholders could not remove 
a director. 

Senator Morgan. They could not remove him ? 

Mr. Cromwell. No, sir. 

Senator Morgan. In order to get him removed they would have to 
go into court? 

Mr. Cromwell. In order to effect removal in that fashion it would 
be necessary to satisfy the attorney-general of the State of New York 
that there was a cause of action. 

Senator Morgan. I did not ask you anything about the State of 
New York. I asked whether it was not necessary for them to go into 
court and get the judgment of the court, in order to remove the di- 
rector. 

Mr. Cromwell. The attorney-general would have to go into court. 

Senator Morgan. Whoever had it to do, that is the mere formula ; 
it is the people who are getting into court, after all, whoever is inter- 
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ested in effecting the removal of the board of directors or of a di- 
rector. The people who are interested would have to, in some form, 
or through some agency, eo into court to do it. There is nobody but 
the court that can do it, if I understand you ? 

Mr. Cromwell. That is correct, except that in this particular in- 
stance the Secretary of War can do it by transferring the stock out of 
the names of each party. 

Senator Morgan. Then a man who has made a plan to embezzle a 
million dollars from this railroad company can have his plans all 
matured, and the stockholders may be in session, and they can not re- 
move him ? 

Mr. Cromwell. The stockholders can remove him in another way ; 
in this instance, by transferring the stock. 

Senator Morgan. But they can not remove him at once ? 

Mr. Cromwell. They can remove him instantly by transferring 
the stock out of his name. 

Senator Morgan. What right have they to transfer his stock ? 

Mr. Cromwell. The United States has the right to transfer the 
stock of these directors. 

Senator Morgan. In an ordinary corporation, you say the stock- 
holders have the right to transfer the stock 

Mr. Cromwell. I am speaking of this instance, particularly. 

Senator Morgan. Well, now, let us get at the principle of law. 

Mr. Cromwell. You want to discuss it as a principle of law ? 

Senator Morgan. Yes ; I want a little discusison oi that. 

Mr. Cromwell. I shall be very glad to discuss it in that way. 
Senator. 

Senator Morgan. A board of stockholders is in session and they 
are informed that a director has a million dollars in his satchel and 
his satchel is packed to take the first steamer to Europe and they can 
not move him; is that what you say? 

Mr. Cromwell. I say so. 

Senator Morgan. I do not think I will amplify the case any fur- 
ther. I think that is about as good an illustration of the ab- 
surdity 

Mr. Cromwell. The board of directors could remove the man as an 
officer and the attorney-general of the State could begin proceedings 
to remove the director in the way I have described. 

Senator Morgan. I wish more particularly now to know with what 
individual this contract was made. 

Mr. Cromwell. How is that, Senator? 

Senator Morgan. With what individual, with what gentleman, was 
this contract made? 

Mr. Cromwell. With each and every one of the directors. 

Senator Morgan. No; the party of the other part. Who was the 
party of the other part making the contract with each and all of 
these directors ? 

Mr. Cromwell. The Secretary of War. 

Senator Morgan. You mean Mr. Taft ? 

Mr. Cromwell. As Secretary of War. 

Senator Morgan. As Secretary of War? 

Mr. Cromwell. The document states that it runs to his successors 
in office. 
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Senator Morgan. Do you know of any authority that Mr. Taft has 
as Secretary of War to enter into such a contract — any act of Con- 
gress that authorizes him to do it ? 

Mr. Cromwell. I think the President has power to do all things 
which are necessary for the construction of the canal, and this is one 
of them. He has delegated certain of those powers to the Secretary 
of War, by order of May 9, 1904. 

Senator Morgan. You refer now to the general powers of the 
President in the construction of the canal ? 

Mr. Cromwell. And also to his general power to preserve and pro- 
tect the property of the Government of the United States. 

Senator Morgan. But he was not preserving it; he was selling it. 

Mr. Cromwell. This is the only way he can preserve it. 

Senator Morgan. I thought they might have kept it in the safe, 
and gone on with their business, without having you in the board of 
directors. 

Mr. Cromwell. No, sir ; that is the only way, by legalizing 

Senator Morgan. If the only way to preserve it was to get j^ou and 
vour clerk Farnham, and the minister from Panama into the director- 
ship, of course that was all right; but I think there were various 
other ways of doing it besides that. 

Mr. Cromwell. We would be glad to have your advice, sir. No 
doubt it would be very valuable. 

Senator Morgan. I will give it at the proper time and place. 

Is there anything in this charter or the laws of New York that 
authorizes anybody to make such a transaction as is incorporated in 
this paper? 

Mr. Cromwell. The law of the State permits it. 

Senator Morgan. What law of the State ? 

Mr. Cromwell. The general law. 

Senator Morgan. State it, if you please. 

Mr. Cromwell. It is a general principle of law. 

Senator Morgan. Oh, a general principle of law ? I want to know 
about statutes. 

Mr. Cromwell. There is no statute. There is no occasion to have 
one. 

Senator Morgan. You fall back on the common law, then ? 

Mr. Cromwell. I fall back on the law of contract, which Is good 
enough for me. 

Senator Morgan. That is a part of the common law, is it not? 

Mr. Cromwell. It is. 

Senator Morgan. You say there is no statute about it? 

Mr. Cromwell. There is no statute; none needed. 

Senator Morgan. Under the law of New York, the statute law of 
New York, this transaction could not have been made? 

Mr. Cromwell. I do not say so. I say there is no specific statute. 
That does not affect its legality. 

Senator Morgan. Mr. Taft was representing the Government of 
the United States in that situation ? 

Mr. Cromwell. He was. 

Senator Morgan. And as the owner of all the stock in the rail- 
road? 

Mr. Cromwell. All except the qualification shares, in the way I 
have described. 
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Senator Morgan. And then, under this sale we have called your 
attention to this morning, that included also all the rolling stock of 
the company that the old company used to own ? 

Mr. Cromwell. The capital stock of the corporation carried with 
it whatever property it owned. 

Senator Morgan. They did not rely upon the capital stock. It 
seemed in the case of the sale by the old liquidator they made an addi- 
tional arrangement under which the property was transferred in 
specie from the Old Canal Company to the railroad company. Now, 
the Government of the United States, through these various manipu- 
lations, had become the owner in fact of all the property and all the 
stock in that company at the time this transaction took place? 

Mr. Cromwell. Substantially; with the exception or the shares 
which they maintain as qualification shares for the board. 

Senator Morgan. Were they retained^ or had they been delivered? 

Mr. Cromwell. I do not know the history of that. Senator. 

Senator Morgan. I have got the history here of record, that you 
delivered them and took their receipt for them. 

Mr. Cromwell. Very well; I am glad to have you prove what I 
have said. 

Senator Morgan. The fact is, then, that at the time that this trans- 
action took place the Government of the United States owned every- 
thing that belonged to the railroad company. Is not that the fact? 

Mr. Cromwell. With the qualification that I am always making 
of the qualification shares of the directors. 

Senator Morgan. You are always making qualifications that I do 
not understand. I want to know exactly if there is any statement 
now to the contrary of what I have inquired, that the Government of 
the United States actually was the owner and in possession of all the 
property and all the capital stock and everything else that belonged 
to that railroad at the time that this paper was signed. 

Mr. Cromwell. I know it was contemplated that the board of di- 
rectors must and should retain the qualifications of the directors. 

Senator Morgan. I have no doubt that it was contemplated, and 
I want to ask you some questions, as you have stated it was con- 
templated, about that contemplation. 

Mr. Cromwell. Very well. 

Senator Morgan. What was the understanding, now, at the time 
you surrendered that stock into the hands of the Government of the 
United States ? 

Mr. Cromwell. As to what? 

Senator Morgan. What was in contemplation? 

Mr. Cromwell. As to what ? 

Senator Morgan. As to the future relations of these men, yourself 
included, to this railroad company, as directors, or in any other 
respect, what reservation was made of any right, equity, promise, 
understanding, hope, or expectation in behalf of anybody in respect 
of this transaction? Was it a complete transaction, evidenced by 
what took place in the delivery of that stock, or was there a string 
tied to it ? And if there was, I want you to unravel it. 

Mr. Cromwell. There was no string or no tie that I know of. 

Senator Taliaferro. You certainly would know, Mr. Cromwell. 

Mr. Cromwell. No ; I know of none. 

Senator Morgan. You said there was something in contemplation^ 
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Mr. Cromwell. It was in contemplation that the directors of the 
company should be legally qualified, whoever the directors would be. 

Senator Morgan. Was it that? 

Mr. Cromwell. Certainly that. 

Senator Morgan. Legally qualified how? 

Mr. Cromwell. By ownership of their shares just as we had 
always been so careful to preserve 

Senator Morgan. Was there any understanding, Mr. Cromwell, 
at that time, as to who those directors were to be? 

Mr. Cromwell. Not the remotest; no, sir. 

Senator Morgan. You swear to that? 

Mr. Cromwell. I do. 

Senator Morgan. There was no understanding as to who they were 
to be? 

Mr. Cromwell. When these options were made? 

Senator Morgan. Yes ; and when you delivered the stock. 

Mr. Cromwell. Not when we delivered the stock. When the op- 
tions were made, of course the directors knew who were to be 
directors. 

Senator Morgan. What was the difference in time between the date 
of the delivery of that stock and the making of this paper that you 
call an option? 

Mr. Cromwell. Which stock do you mean? The block of stock of 
the canal 

Senator Morgan. I want you to^ answer the question. 

Mr. Cromwell. I am asking which shares you refer to. 

Senator Morgan. I will ask the stenographer to repeat the ques- 
tion. 

(The stenographer read the question referred to, as follows:) 

" What was the difference in time between the date of the delivery 
of that stock and the making of this paper that you call an option? '' 

Mr. Cromwell. The delivery of the stock of the canal company 
was made May 7. 

Senator Morgan. I am speaking about these shares that you bought 
up. 

Mr. Cromwell. There were other shares acquired later — in Janu- 
ary, 1905. Those were the shares which were acquired by me at the 
request of the President. 

Senator Morgan. I am going to examine Mr. Taft, I want to let 
you know, so I want you to be particular. 

Mr. Cromwell. I am always particular, Senator. 

Senator Morgan. Yes; that is right. State the interval of time 
between your delivery of that stock to the Government and your mak- 
ing this agreement, either formally in writing or by agreement with 
each other. 

Mr. Cromwell. I shall have to get my accounts. Senator, of the 

furchases that I made and the deliveries I made to the Government, 
can do that, and answer your question very readily. 
Senator Morgan. I have got your account of it here. 
Mr. Cromwell. The accounts are on file with the War Department, 
all of them. 

Senator Morgan. Here is the account. Take it and look over it, 
and read that letter in front of it, if you want to [handing papers to 
Mr. Cromwell] . 

p o— VOL 4 — 07 10 
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Mr. Cromwell. There is nothing here about the shares, is there, 
Senator? You probably handed me the wrong papers [returning 
papers to Senator Morgan]. 

Senator Taliaferro. Did I understand you to say, Mr. Cromwell, 
that you had been commissioned or requested by the President to buy 
up certain of this stock ? 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. Was the request made direct by the President 
to you, or through the Secretary oi War? 

Mr. Cromwell. Through the Secretary of War, who wrote me that 
he was acting by direction of the President. 

Senator Taliaferro. Did you buy the stock under that request? 

Mr. Cromwell. I did, sir. 

Senator Taliaferro. Did you buy any of this stock without such 
authority from the Secretary of War or the President? 

Mr. Cromwell. Some of the stock I bought upon my independent 
judgment, and submitted my report to the Secretary of War, who, 
upon full consideration, adopted the purchase. 

Senator Taliaferro. So tnat there was some of this outstanding 
stock that you purchased for your own account, or without any 
authority from the Government to purchase it? 

Mr. Cromwell. That is true. I think there were 240 or 250 shares 
that I had the opportunity to buy, under great stress, and I consid- 
ered it of such vital consequence to the Government that the shares 
be acquired that I did not hesitate^no means of communication being 
open, to close the bargain. And I am very proud of the transaction, 
for it enabled me to buy and thus complete the entire ownership oi 
the stock. 

Senator Taliaferro. What do you mean by "under stress? " 

Mr. Cromwell. Under the stress of negotiation. I know that if 
I had not purchased them at that particular moment I probably 
could not have gotten them at all, and you would not be owning the 
stock. It was a happy stroke. 

Senator Taliaferro. Was there any limitation on the price that 
you were to pay for this stock under the authority of the Secretary 
of War? 

Mr. Cromwell. Yes, sir. I think I have the letter of the Secre- 
tary of War here. 

Senator Taliaferro. Your recollection about the matter, Mr. 
Cromwell, will be sufficient. 

Mr. Cromwell. I shall produce the letter. I have it here. [After 
searching for the letter referred to.] It was in January, 1905, that 
the Secretary of War addressed me a letter, in effect stating that by 
direction of the President he requested me to use my large expe- 
rience on the subject and to acquire, if possible, for the United States 
all of the outstanding minority stock. 

Senator Morgan. I want to hear all that, but before you go into 
it I want to ask you something about it. What is the date of this 
option transaction ? 

Mr. Cromwell. May 6. 

Senator Morgan. What year? 

Mr. Cromwell. 1905. There were two or three forms similar 
signed preceding it — at the time of the election. 
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Senator Morgan. Have any dividends been made by the railroad 
company since that time? 

Mr. Cromwell. One dividend; yes, sir. 

Senator Morgan. A dividend made to you ? 

Mr. Cromwell. A dividend was made upon that stock, payable to 
all the shareholders. 

Senator Morgan. How much was it? 

Mr. Cromwell. It was 5 per cent, payable in January, 1905. That 
is the only dividend. 

Senator Morgan. Have you received your dividend? 

Mr. Cromwell. I suppose so ; yes. 

Senator Morgan. You suppose so? Do you not know whether 
you have or not? 

Mr. Cromwell. No doubt; yes. I will say yes. 

Senator Morgan. How much did you get? 

Mr. Cromwell. It would be $5. Five per cent on one share would 
be $5. 

Senator Morgan. Not if you only had $90 of interest in it. 

Mr. Cromwell. That would be the dividend. The dividend would 
run on the one share. Senator. 

Senator Morgan. The dividend would run? How much money 
would you get? 

Mr. Cromwell. I would get $5. 

Senator Morgan. You would get $5 on one share of stock? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. And yet the Government had paid you $10 for 
the purchase of that stock? 

Mr. Cromwell. Yes; it has paid nothing since. 

Senator Morgan. That was your understanding, was it, that you 
were to receive the dividends? 

Mr. Cromwell. The paper states so. 

Senator Morgan. Yes ; I thought it did. That is the reason I 
noticed the particularity of it. 

Mr. Cromwell. It is stated there. That is another element that 
makes the document legal. 

Senator ]^organ. You have given your receipt for that share of 
stock to somebody? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. Who did you receipt to for it? 

Mr. Cromwell. The stock? 

Senator Morgan. Yes ; the dividends on it. 

Mr. Cromwell. To the railroad company. The railroad company 
pays the dividends, of course. 

Senator Morgan. Have you given a receipt? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. Where is it? 

Mr. Cromwell. I have no memory about it, but I have no doubt 
that I gave the receipt. 

Senator Morgan. Where is it, if you gave one? 

Mr. Cromwell. In the Panama Kailroad office it would be. The 
indorsement of the check of itself would be a receipt. It was paid 
by check, you know. The Government received its dividends at the 
same time. 
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Senator Morgan. You received a dividend of $5 on that share of 
stock ; the Government is entitled to one-tenth of that dividend, is it 
not? 

Mr. Cromwell. No, Senator; because the shares were sold under 
the following circumstances: I am embarrassed by riot having my 
papers here, and am speaking now from memory. The offer or pur- 
chase of these shares was for the payment of $105 per share, and that 
was the amount I was authorized to pay for them. A part of the 
terms of purchase was that any dividend declared in the meantime 
would go to the stockholder, so that the selling stockholders received 
the $5 in connection with the purchase. Consequently the Govern- 
ment only paid $100 per share lor the stock, while otherwise it would 
have paid $105. The Government was saved the payment of the $5 
per share because the dividend was made at that time. 

Senator Morgan. They were not entitled to receive all of the $5, 
if they only owned 10 per cent of the hundred on which the dividend 
was declared. 

Mr. Cromwell. They did not own my one share at that time, when 
the dividend was declared. 

Senator Morgan. Who did own it? 

Mr. Cromwell. I owned it myself. 

Senator Morgan. If you owned the share of stock, you were en- 
titled, then, to the $5 ? 

Mr. Cromwell. I was. 

Senator Morgan. And the Government had no right to make a 
reduction because they had paid you $10 toward the purchase of it. 

Mr. Cromwell. No, sir. The option agreement was made subse- 
quently. The $5 dividend was made in January, as a part of the 
purchase of the stock. 

Senator Morgan. And so now you are a shareholder to the amount 
of a share in that company, and the Government has an option to 
buy it back. That is the way it stands? 

Mr. Cromwell. The dividend was paid in January, 1905, and 
went to what we will now describe as all the outstanding stock- 
holders at that time. The Government at that time did not own 
my one share. That is the short of it. And the dividend declared 
came to me and to all the minority stockholders. 

Senator Taliaferro. And when this share was turned over to you, 
it was given to you to qualify you as a director in that company ? 

Mr. Cromwell. Afterwards; yes, sir. 

Senator Taliaferro. I mean when it was surrendered to you in 
the beginning, in January, or when your stock was turned over to 
the Government? 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. This majority stock was turned over to the 
Government, and a share was put in your name? 

Mr. Cromwell. No, sir. Oh, no. Senator. 

Senator Taliaferro. Explain that. 

Mr. Curtis. He was already a shareholder. 

Mr. Cromwell. I was personally the owner of 29 shares — ^was it 
not? I unfortunately have not my papers here. 

Senator Taliaferro. Fourteen shares you said you bought in 1893. 

Mr. Cromwell. No ; I was the owner of 31 — ^there is no use con- 
fusing it. I have it all here. [Consulting papers.] 
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Senator Taliaferro. I do not care anything about knowing how 
much you owned, Mr. Cromwell. I simply wanted to get at the 
facts in this case, as to how you came to be an owner of just one 
share of stock when this dividend was declared and how it was that 
that option to take over that stock by the Government was not exe- 
cuted until May. That is all I wanted to get at. 

Mr. Cromwell. When the dividend was declared I was the owner 
of more than one share of stock. I had held, as I have described, a 
few shares of stock to qualify myself as director and to qualify any 
other of our associates whom we needed for that purpose. 

Senator Taliaferro. Then do you not wish to correct your testi- 
mony where you said that you got $5 in dividends? 

Mr. Cromwell. I got $5 in dividends, but before I had sold my 
stock, or in connection with the sale of the stock. 

Senator Morgan. One moment. You said, to qualify yourself and 
to qualify any others of your associates. I will ask the stenographer 
to read that answer. 

(The stenographer read as follows:) 

" I had held, as I have described, a few shares of stock to qualify 
myself as director and to qualify any other of our associates whom we 
needed for that purpose." 

Senator Morgan. Who were " our associates ? " 

Mr. Cromwell. From time to time during these years 

Senator Morgan. What individuals were they ? 

Mr. Cromwell. I remember, for instance, that General Comstock, 
when he became a director — it was some years ago 

Senator Morgan. I am not speaking of that; I am speaking of 
these associates that you wanted to qualify by holding a few shares 
of your stock back from the Government. 

Mr. Cromwell. I did not say that I had held them back from the 
Government. 

Senator Morgan. Well, whether you said it or not, that is what you 
meant. 

Mr. Cromwell. It was not what I meant, for I delivered mine to 
the Government. 

Senator Morgan. There were a few shares that you did not deliver? 

Mr. Cromwell. There were no shares save one that I did not de- 
liver, finally. 

(By request of Senator Morgan, the stenographer again read the 
preceding answer of Mr. Cromwell, above rererred to, as follows:) 

" I had held, as I have described, a few shares of stock, to qualify 
myself as director, and to qualify any other of our associates whom 
we needed for that purpose." 

Mr. Cromwell. I had, during these years 

Senator Morgan. Up to what time did you hold those few shares 
of stock ? 

Mr. Cromwell. I want to give you the exact date, because that 
makes the examination more intelligent, and it is the lack of that 
date that is confusing us. 

Senator Morgan. Those few shares of stock that you held back 
for the purpose of qualifying your associates as directors of this 
company were delivered to the Government of the United States. 
Now, when were they delivered? 

Mr. Cromwell. Let us clear up the subject 
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Senator Morgan. No. Answer that question. 

(By request, the stenographer read the pending question.) 

Mr. Cromwell. I did not hold back any shares. 

Senator Morgan. You just stated that you did. 

Mr. Cromwell. I did not say that I had held them back. 

Senator Morgan. I am not playing on words. 

Mr. Cromwell. I am. I am criticising your words. 

Senator Morgan. Yes ; I know ; you are very apt to do that. 

Mr. Cromwell. I want to make it perfectly clear. 

Senator Morgan. You can get at the truth without criticising my 
language. 

Mr. Cromwell. It is pretty hard to get any truth out of you with- 
out being able to criticise your language. 

Senator Morgan. I am not on the stand. 

Mr. Cromwell. You had better be. 

Senator Morgan. You are on this stand, swearing in the presence 
of the Almighty to tell the truth, and it is my duty to examine you, 
and I am going to do it. 

Mr. Cromwell. I shall answer your question in this way 

Senator Morgan. Now, answer the question. 

Mr. Cromwell. As I have several times saidj I had purchased a 
few shares of stock, originally fourteen, and a list of which appears 
here in the evidence, for the purpose of qualifying myself as director 
and for the purpose of qualifying any other of the associates of ours 
who, from time to time, it was desired to elect as directors, and who 
would not be able otherwise to acquire the stock. 

Senator Morgan. When did you purchase those fourteen shares ? 

Mr. Cromwell. March 31, 1903. Those shares, with the few 
changes which the record reports, here on file, I held down to the 
time of the transfer to the United States. 

Senator Morgan. Did you then deliver them? 

Senator Taliaferro. I think you made a mistake there. You tes- 
tified yesterday, as I understand, that you bought those fourteen 
shares in 1893, and not in 1903. 

Mr. Cromwell. In 1893, of course. 

Senator Taliaferro. You said just now " 1903." 

Senator Morgan. He said " 1893 " just now, I thought. 

Senator Taliaferro. No, Senator ; he said " 1903 " now. 

Mr. Cromwell. I meant 1893, of course. 

Senator Morgan. Mr. Cromwell, you kept those fourteen shares of 
stock until you delivered them to the Government of the United 
States ? 

Mr. Cromwell. They had become more than fourteen shares. Sena- 
tor 

Senator Morgan. I am asking about that particular fourteen 
shares. 

Mr. Cromwell. No, sir; because the record shows that of those 
fourteen shares I sold eleven. 

Senator Morgan. Then you kept three of them until you delivered 
them to the Government of the United States ? 

Mr. Cromwell. Then I kept the three until there came an oppor- 
tunity to buy a few shares more — I have forgotten the number. 

Senator Morgan. Then you delivered them all to the United States 
Government? 
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Mr. Cromwell. I delivered all, finally, to the United States, ex- 
cept one. 

Senator Morgan. Well, you delivered that? 

Mr. Cromwell. I did not deliver that. 

Senator Morgan. The record shows that you did. 

Mr. Cromwell. Not at the time of the sale. 

Senator Morgan. When did you deliver it? 

Mr. Cromwell. Subsequently. 

Senator Morgan. At what date? 

Mr. Cromwell. The record will show ; I do not recall. 

Senator Morgan. How long subsequently ? 

Mr. Cromwell. Immediatdy following; not long after. 

Senator Morgan. Five minutes ? 

Mr. Cromwell. No; I do not recall. Senator; but I will get the 
record. 

Senator Morgan. Let us have the facts about it. You recollect 
that. 

Mr. Cromwell. I have no recollection of such incidents; of course 
not. 

Senator Morgan. Can you not improve your recollection by a little 
reflection ? 

Mr. Cromwell. I think so. Give me the papers, and I can easily 
do so. My account with the Government will show it in detail. 
Everything is very accurately set forth, and I will get it. 

Senator Morgan. At the time that you made a final settlement with 
the Government, or at least at the time that they accepted your stock 
that you had been purchasing and gathering together, did you reserve 
any share of it ? 

Mr. Cromwell. I did reserve one share. 

Senator Morgan. You kept it in your hands? 

Mr. Cromwell. I did, physically. 

Senator Morgan. Phi^sically ? 

Mr. Cromwell. Physically. 

Senator Morga?^. You never delivered it to the Government? 

Mr. Cromwell. And did not then deliver it to the Government. 

Senator Morgan. When did you deliver it? 

Mr. Cromwell. Subsequently. 

Senator Morgan. How long subsequently ? 

Mr. Cromwell. I can not state from memory, but I could get the 
fact. 

Senator Morgan. Was it not some time? 

Mr. Cromwell. It was not some time. 

Senator Morgan. I do not mean the hair's breadth of a half second. 

Mr. Cromwell. Nor I, either. 

Senator Morgan. I am talking about the transaction. 

Mr. Cromwell. The record is indubitable. My memory can easily 
be assisted, because I made a public invitation for the purchase of 
these shares, and it was advertised the country over. Tne Bankers' 
Trust Company, of New York 

Senator Morgan. Do not let us go into that. There is enough 
laudation of your glory 

Mr. Cromwell. It is necessary, to answer this. 

Senator Morgan. Do not let us have that. 
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Mr. Cromwell. I turned in and deposited all of my shares except 
one, and that is the reason, I say, that I did reserve one; and the 
evidence of it is indubitable. 

Senator Taliaferro. How many shares of the stock did you hold 
when this last dividend was declared? 

Mr. Cromwell. One share. 

Senator Taliaferro. That is all ? 

Mr. Cromwell. Pardon me. I will not say one share; I can not 
say. I may have held them all. It may have been declared upon 
them all. 1 think it was. We got a dividend first. 

Senator Morgan. Let us try another director. Take your clerk, 
Famham. How did he get a share out of the Treasury of the United 
States? 

Mr. Cromwell. His share was purchased direct from the Secretary 
of War. He had -no previous holdings. 

Senator Morgan, i ours seems to have been an exceptional case. 

Mr. Cromwell. Mine was the case I have mentioned. 

Senator Morgan. It was exceptional. It was not like the others. 
There was no other case like it amongst these directors ? 

Mr. Cromwell. They all had paid $100 for their shares some time 
before, when they were originally elected; but I can not state from 
memory. I will get the details for you, Senator, with great pleasure. 
It is all a matter of record and account. 

Senator Taliaferro. You had, in all, 29 shares of this stock of 
yours, Mr. Cromwell, or about that — approximately 29 ? 

Mr. Cromwell. Twenty-nine or 31 — I have forgotten. 

Senator Taliaferro. What did you pav for that stock? 

Mr. Cromwell. I do not recollect. I Ijought in small lots, at par 
or a little under, whatever it would be at the time — anything to get 
them. The object of getting them was to be able to qualify. 

Senator Taliaferro. Did you read Mr. Drake's testimony before 
this committee ? 

Mr. Cromwell. I skimmed through it. I have not read it closely. 

Senator Taliaferro. Do you remember what he had to say about 
the market value of that stock ? 

Mr. Cromwell. Yes, sir ; I think he said it was 65 or 70 or 80, or 
something like that. 

Senator Taliaferro. Do you coincide with the views that he ex- 
pressed to this committee on that subject? 

Mr. Cromwell. I have no idea, Senator. I was not following such 
transactions. I would not be likely to know. The stock of the 
Panama Eailroad Company had no market, you know. There were 
just a few shares held here and there, and it was very difficult to get a 
share at all. 

Senator Taliaferro. Is his testimony borne out by your transac- 
tions in this stock ? 

Mr. Cromwell. I have no memory. Senator, at all. I can easily 
hunt it up, if you think it is important. It is many years ago. But 
the purchase of these shares, as you can well understand, was simply 
for the purpose of qualification, and I would pay anything that any- 
body would want for them, because it was very difficult to get the 
shares, and very important to have them to qualify. 

Senator Taliaferro. Would you say, now, according to your best 



INVESTIGATION OF PANAMA CANAL MATTEBS. 3119 

recollection on the subject, that you paid over 60 cents for the stock 
that you bought ? 

Mr. Cromwell. I should think so. Yes ; I think I paid more than 
that. But I did not attach any importance to it. I know we got 
no dividends for eight years, which would improve the price of the 
stock far more than par. 

Senator Taliaferro. I am not questioning your right in the mat- 
ter at all, Mr. Cromwell. Whatever you may have paid for this 
stock, you were entitled to what you could get for it in selling it. I 
simply want to get at the facts. 

Mr. Cromwell. Certainly, Senator. I have no objection to getting 
at the facts. 

Senator Taliaferro. I would like to know how much of this 
stock you held when the last dividend — ^was that in January? 

Mr. Cromwell. January — ^yes, sir. 

Senator Taliaferro (continuing). When the last dividend de- 
clared by the company was paid to you ? 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. I would like to know how much of the stock 
you held then. You can have an opportunity to put it in the record 
at your leisure. 

Mr. Cromwell. I will get it for you right away. 

Senator Taliaferro. You are not prepared to state, then, from 
your knowledge of the affairs of the Panama Railroad Company, 
havinff been its attorney for many years, that Mr. Drake's testimony 
as to me market value of that stock, or the selling value of that stock, 
was correct as given before this committee? 

Mr. Cromwell. No, Senator; because I have no experience or ac- 
quaintance with the topic of the share prices. The transactions in 
Panama Railroad shares were but a few a year, and for anybody to 
sell his stock would be a matter of wonderment. There were no 
transactions in it. 

Senator Taliaferro. Do you know Mr. Drake very well ? 

Mr. Cromwell. Yes, sir ; oh, very well. 

Senator Taliaferro. You observed, I Have no doubt, that he tes- 
testified that he had been a stockbroker in New York a great many 
years before he became connected with the Panama Railroad Com- 
pany? 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. And that he regsirded himself as an expert on 
the valuation of stocks generally, and this stock in. particular, in the 
New York market? 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. I presume you noticed that in his testimony? 

Mr. Cromwell. I think so. 

Senator Taliaferro. You would say that his testimony could be 
relied upon ? 

Mr. Cromwell. I should think so. Senator. He would know far 
better than I. The transactions, I know, in stocks of any company 
in which there are but a few shares outstanding are dependent en- 
tirely upon the accident of the moment. There is no traffic in them, 
nobody is wanting them, and the market value has no relation to the 
real value. 
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Senator Taliaferro. Congress some time ago had up the subject 
of authorizing the condemnation of that stock ? 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. Was there any objection, as far as you knoW 
or could learn, on the part of either House of Congress as to that 
particular plan recommended by the Secretary of War — a plan of 
condemnation to acquire this stock? 

Mr. Cromwell. Did he recommend it? I was not aware of that. 

Senator Taliaferro. I think in his testimony before this commit- 
tee he probably recommended it. 

Mr. Cromwell. I do not recall whether he did or not. 

Senator Taliaferro. The records will show that. 

Mr. Cromwell. I know of no opposition — I know of no views to 
the contrary, and I think each House indorsed the idea. 

Senator Taliaferro. Each House indorsed the idea? 

Mr. Cromwell. Yes, sir. ' 

Senator Taliaferro. So that it was a reasonable presumption, 
when the Houses disagreed on other questions. involved in the leffis- 
lation, that they would finallv come to the point of passing a bill 
authorizing the acquisition of this stock by condemnation proceed- 
ings? 

Mr. Cromwell. Well, Senator, they did not, did they? 

Senator Taliaferro. They did not disagree on that point. 

Mr. Cromwell. No, sir. 

Senator Taliaferro. As I understand, from your testimony? 

Mr. Cromwell. That is right. 

Senator Taliaferro. Both Houses agreed on that particular point, 
but disagreed on other points, embraced in the same legislation. Is 
that your understanding? 

Mr. Cromwell. Substantially, I think. Senator; that is right. 

Senator Taliaferro. Well, where both Houses had agreed on a 
proceeding of Aat character, is it not reasonable to suppose that 
they would have sooner or later passed legislation to carry out that 
plan? 

Mr. Cromwell. It was strongly hoped, I know, that they would 
do so; but as Congress had adjourned, as you know, and the difficul- 
ties of the situation were very great, the perils, indeed, of continu- 
ing the management of the corporation with a minority of stock 
outstanding presented a very grave question, during the interval of 
Congress, too. There is no disaccord in the question of the pro- 
priety of the legislation you refer to. It would have been a grave 
question of law whether the legislation could have been carried out. 

Senator Taliaferro. Mr. Cromwell, Mr. Drake testified that the 
highest price paid for this stock of the minority holdings on the 
New York market was 60 to 75 cents on the dollar. 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. I notice that in your purchase of your stock 
you paid 280 for it. 

Mr. Cromwell. I paid 280, Senator, for one lot of stock. 

Senator Taliaferro. For 234 shares — $23,400 face value of the 
stock ? 

Mr. Cromwell. That is right. 

Senator Morgan. I would like to ask just there: Did you do that 
at the request of the Secretary of War ? 
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Mr. Cromwell. That, sir, is the transaction I referred to a while 

^S<^ — 

Senator Morgan. No; answer the question just in that way. 

Mr. Cromwell. No, sir. 

Senator Morgan. Did you do it at the request of the Secretary of 
War? 

Mr. Cromwell. No, sir; that is the transaction I described a while 
ago as being made upon my own authority. 

Senator Morgan. That is all that I have asked you, and you have 
answered the question. You need not go ahead further than that. 

Mr. Cromwell. I prefer to go ahead and state the facts. 

Senator Morgan. We are not consulting all of your preferences; 
we are consulting a good many of them, but you can not have your 
way in all of them. 

Mr. GteoMWELL. I thought you wanted the facts. 

Senator Taliaferro. So that the Secretary of War authorized you 
to acquire this minority stock at a cost not to exceed 105 ? 

Mr. Cromwell. Yes, sir. ^ 

Senator Taliaferro. And after buying certain amounts of it at 
that price, without any authority from the Secretary of War, for 
one lot of this stock, namely, 234 shares, you paid 280? 

Mr. Cromwell. I did ; out of my own pocket, too. 

Senator Morgan. Well, I am glad of tnat. 

Senator Taliaferro. Men do not usually go in other people's pock- 
ets to pay for what they buy, do they ? 

Mr. Cromwell. An order might have been drawn on the Treasury. 

Senator Taliaferro. You could not very well do that, I fancy. 
You say there was some particular stress of negotiation connected 
with that transaction ? 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. Was that stress of negotiation connected with 
any of the other transactions in the purchase of this stock ? 

Mr. Cromwell. There were three other lots grouped with this one 
lot in opposition to the sale of the stock. 

Senator Morgan. In opposition, did you say ? 

Mr. Cromwell. In opposition to the sale or the stock. 

Senator Morgan. In whose hands were they grouped ? 

Mr. Cromwell. They were grouped together, four parties, repre- 
sented by Mr. John B. Manning, who held himself 234 shares. 

Senator Taliaferro. Do you mean that Mr. Manning represented 
these several interests in the stock ? 

Mr. Cromwell. I mean that the others were grouped with him. 
He did not officially represent them, but they worked together. They 
stood together. 

Senator Taliaferro. Did they get the same price for their stock 
that he got for his? 

Mr. Cromwell. No; I succeeded in dividing them in the course of 
my negotiation, and by getting at them directly I succeeded in 
getting their shares for $200 a share. 

Senator Taliaferro. Yes. 

Mr. Cromwell. And when I had thus separated the group I cap- 
tured his stock at $280. 

Senator Morgan. Was that before the Secretary of War had re- 
quested you to buy them at a certain figure ? 
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Mr. Cromwell. After he had authorized me to buy the stock at 
105. I then presented the facts to the Secretary of War in writing, 
and after considering the subject he indorsed it with a letter of 
thanks. 

Senator Morgan. So that, Mr. Cromwell, you paid for 234 shares 
of this stock $280 a share ? 

Mr. Cromwell. I did, sir. 

Senator Taliaferro. For 20 shares you paid $200 a share, and for 
10 shares additional you paid $200 a ^are? 

Mr. Cromwell. Yes, sir ; for 30 shares I -paid $200 a share. 

Senator Taliaferro. When the highest market value, or the high- 
est price ever before paid for that stock was 105, paid by you ? 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. And when the subject of acquiring that stock 
by condemnation had been acted upon favorably by each House of 
the United States Congress ? 

Mr. Cromwell. Yes, sir. 

Senator Taliaferro. That is all I wish to ask. I would suggest 
that these papers go in the record, if j^ou have no objection. Senator. 

Senator Morgan. Yes ; let them go in. 

(The papers referred to are as follows:) 

Treasury Department, 
Office of the Secretary, 
Washington^ April 17^ 1906. 

Hon. John T. Morgan, 

United States Senate. 

Sir: I have the honor to acknowledge the receipt of your letter 
of the 14th instant, requesting copy of the final account of William 
Nelson Cromwell for the purchase of stock of the Panama Railroad. 
In reply, find herewith copy of his account, prepared by the Audi- 
tor for the War Department. 

Respectfully, H. A. Taylor, 

Acting Secretary. 



Isthmian Canal Affairs, 

Office of Administration, 
Washington, D. (7., October 28, 1905. 

Final account of Wm. Nelson Cromwell for purchase of Panama 
Railroad GoTnpany stock for the Secretary of War. 

I certify that the annexed copy of the account is a true copy of the 
original now on file in this oflSce, with the certificates of stock; that 
the certificates of all the shares of stock referred to in said account 
have been transferred to the Secretary of War and received into my 
possession ; that the contracts and options for purchase of the shares 
of the thirteen stockholders who are now directors of the Panama 
Railroad Company, which contracts acknowledge the receipt of the 
$10 paid to each, are on file in this office ; that the receipts of Messrs. 
Simmons, Parker, Cromwell, Felton, Hopkins, Drake, and Brown, 
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for $100 each, are also on file with the certificates, and that the 
account is correct. 

W. Leon Pepperman, 
Acting Chief of Office. 

New Yobk, October 19, 1905, 

United States of America, in account with Wm. Nelson Cromwell. 
[Final account No. 3, Panama Railroad stock purchase.] 

Mar. 15. Paid for cable by Von Hoffman, banker, in further purchase 

10 shares from Ugo CJohen $5.75 

Apr. 4. Paid Mrs. Mary C. Mackay for 5 shares, as per contract filed- 500. 00 
Paid fee of Mr. Richard T. Mackey, attorney for Mrs. 
Mackay, for advice to her upon agreement, corresiK)ndence, 
etc 25. 00 

Apr. 10. Paid Messrs. Simmons, Parker, Cromwell, Felton, Hopkins, 
Drake, and Brown $10 each on account of purchase price 
of $100 for their respective single shares 70.00 

Apr. 12. Paid G. Whaley, of Paris, for 1 share, as per receipt herewith 100. 00 

Apr. 20. Paid, as per receipts herewith, balance of $90 each to Messrs. 
Felton, Simmons, Hopkins, Brown, Parker, Cromwell, and 
Drake, upon purchase from them of their original one 

share held as directors 630.00 

(These shares had been sold to the Government at $100 
per share; $10 had been paid on account of each share 
under written option of purchase to qualify as directors. 
This $90 represents the balance of the purchase price of 
$100.) 
Paid Messrs. Endicott, Edwards, Cromwell, Farnham, Hains, 
Harrod, Magoon, Shouts, Wallace, Drake, Obaldia, Par- 
sons, and Ernst, $10 each under contracts of sale dated 
May 6, 1905, and as per receipts therein embodied 130. 00 

1, 460. 75 
Received payment in full. 



VOUCHER. 

The United States {Isthmian Canal Commission) y to William Nelson Cram- 

well, Dr, 

[Appropriation: " Canal connecting the Atlantic and Pacific oceans. "J 



1906. 



Amount. 



For costs and ex-pen&eB incurred under the direction of the Secretary of "War \ 
in the purchase of stock of the Panama Railroad Company, as -per statement ' 
attached hereto $1,460.75 

Total I 1,480.76 



Examined by— 

OCTOBEB 18, 1905. 

Audit No. 3607. 

Examined and recommended for approval for one thousand four hundred sixty 
dollars and seventy-five cents. 

E. S. Benson, General Auditor. 

October 18, 1905. 

Approved for the amount recommended and payment authorized. 
By direction of the chairman : 

W. Leon Peppebman, 
Acting Chief of Office. 
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Washington, D. C, January 16, 1906. 
Received from James G. Jester, disbursing oflScer, Isthmian Canal Commission, 
the sum of one thousand four hundred sixty and 75/100 dollars in full for the 
above bill, which I certify to be correct 

Wm. Nelson Cbomwell, 
49 Wall Street, New York City. 

Paid by check No. 11544, dated January 16, 1906, for $1,460.75, on assistant 
treasurer United States, New York, in favor of Wm. Nelson Cromwell. 



VOUCHEB. 

T?ie United States (Isthmian Canal Commission) to William Nelson Crom- 
well, Dr. 

[Appropriation: " Canal connecting the Atlantic and Pacific oceans."] 

Req. No. 

PUBCHASE PANAMA BAILBOAD STOCK. 
1905. 

Mar. 6. Amount paid J. B. Manning for 234 shares, as per voucher here- 
with $65,520 

Amount paid U. Permelo and for 20 shares, as per 

voucher herewith 4,000 

15. Amount paid Ugo Cohen, through L. Van Hoffman & Co., for 10 

shares, as per voucher herewith 2,000 

16. Amount paid G. G. Gulon, executor estate Charles Coudert for 

1 share, as per voucher herewith 100 

25. Amount paid estate Williama Murray, per Czamikow, Mac- 
Dougall & Co., Limited, for 5 shares, as per voucher here- 
with 500 

72, 120 

(Authority for the purchase and acknowledgment of the receipt of the cer- 
tificate for the 270 shares of stock are shown by the letter of the Secretary 
of War, dated March 29, 1905, and the letter of Col. C. R. Edwards, Chief of 
Bureau of Insular AflCairs, dated March 30, 1905.) 

Audit No. 790. Mabch 30, 1905. 

Examined and recommended for approval for seventy-two thousand one hun- 
dred and twenty dollars. 

W. P. Armstrong, 
Auditor Isthmian Canal Commission. 

Mabch 30, 1905. 

Approved for the amount recommended by the auditor and payment author- 
ized. 

J. G. Walker, 
Chairman of Commission. 

Washington, D. C, March SI, 1905. 

Received from A. S. Kenny, treasurer Isthmian Canal Commission, the sum 
of seventy-two thousand one hundred twenty dollars in full for the above bill. 

^ Wm. Nelson Cromwell. 

Paid by check No. 262, dated April 3, 1905, for $72,120 on assistant treasurer 
United States, New York. 

War Department, 

Washington^ March 29^ 1905. 

Dear Sir: Mr. William Nelson Cromwell, the general counsel of 
the Panama Railroad Company, has, since the adjournment of Con- 
gress, in addition to the 728 shares of stock referred to in my letter 
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of March 9, 1905, purchased 270 shares more of said stock at a cost 
of $72,100, in accordance with the account which I send herewith. 
This includes all but a few dollars of expense in and about the pur- 
chase of the stock, which Mr. Cromwell is not now able to state, but 
will give me an itemized statement at a later day. The higher price 
at which some of this stock has been purchased has been due to the 
willingness on the part of the owner of the stock to acquire for it 
its nuisance value, and I have made the purchase only after the most 
careful consideration by the President and myself and the full be- 
lief in the necessity for paying the money required. 

There remain outstanding of the shares of stock 8 shares owned 
by present and recent directors, which are to be held under an option 
oi purchase by the Government, and 5 shares which Mr. Cromwell 
has been able to trace and now holds under contract for delivery in 
due course. Please direct the issuing of a draft payable to William 
Nelson Cromwell for the sum of $72,120, as shown by the account 
and vouchers herewith, and forward the same to him at once at his 
New York office. No. 49 Wall street. 

I also transmit a copy of Mr. Cromwell's letter to me in reference 
to this last purchase or stock, dated the 28th instant, and my reply 
to him of this date, in order that you may have a complete file of the 
correspondence unAer which this purchaL was made 
Very respectfully, 

Wm. H. Taft, 

Secretary of War. 

Rear- Admiral John G. Walker, 

Chairman Isthmian Canal Com^m^issibn^ Wa^hington^ D. G. 



War Department, 
Bureau of Insular Affairs, 

Washington^ March 30^ 1905. 

Sir: By direction of the Secretary of War, in accordance with 
your telephone request, the letter of the Secretary of War to you of 
March 29, stating that Mr. William Nelson Cromwell had purchased 
270 shares of the stock of the Panama Railroad Company, and direct- 
ing you that you issue a draft payable to him in the sum of $72,120, 
as shown by the account and vouchers transmitted with such letter, 
is hereby amended by adding the statement that said shares were 
duly received by the Secretary of War and have been transmitted to 
the oflSce of the Panama Eailroad Company in New York for trans- 
fer upon the books of the company and issuance of a new certificate 
of stock in the name of the Secretary of War. 

Very respectfully, 
» C. R. Edwards, 

Colonel^ U. S. Army^ Chief of Bureau. 

Rear- Admiral John G. Walker, U. S. Navy (Retired), 

Chairman of the Isthmian Canal Commission^ 

Washington^ D. C. 
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Washington, D. C, March 28^ 1905. 

My Dear Mr. Secretary: Re Panama Railroad stock purchase. 
Further to my report of the 8th instant and your reply of the same 
date, I beg to advise you of the consideration and policy which de- 
termined me to proceed upon my own responsibility to acquire the 
balance of the outstanding stock after I had exhausted the authority 
which you had conferred upon me. 

Under your authorization of January 16 last I had actively pro- 
ceeded, and little by little had secured rrom the holders in England, 
France, Italy, and the United States all but 275 shares by the time 
the offer expired (counting the eight single shares owned by the 
eight present and recent directors as already in friendly hands). 
Although the results above mentioned had been so greatly to improve 
and strengthen the position of the United States, I realized, perhaps 
more than any other man, the supreme importance — indeed the abso- 
lute necessity — from the standpoint of the nation, to obtain abso- 
lute ownership of the Panama Railroad Company, and that quickly. 

The railroad is an indispensable factor in the construction of tte 
canal ; and it, as well as the steamship line, is necessary as an instru- 
ment of canal construction, as well as for the protection of the vast 
national interests on the Isthmus. The limitation upon the manage- 
ment, owing to other stock interests, would inevitably retard the 
work of construction and vastly increase the cost of the canal, while 
probably leading to grave litigation. 

The railroad concession is of incalculable value to the United 
States and confers rights which, in my opinion, are additional to 
those conferred upon the United States by the Panama-United 
States treaty ; and this concession is owned by the Panama Railroad. 

Under the railroad concession it is provided that there shall not 
be undertaken, without the concurrence and consent of the railroad 
company, the opening of any maritime canal across the Isthmus of 
Panama, uniting the Atlantic and Pacific, without payment to the 
railroad company of an equitable price for such privilege and as 
indemnification for the damage which the railroad company may 
suffer by the rivalry or competition of the canal. You will appre- 
ciate the significance of this. 

If the operations of the railroad company were conducted espe- 
cially in the interests of the United States as the chief stockholder, 
and not for the common interest of all stockholders alike, application 
for injunction and receivership would be made to the courts of the 
State of New York, by the legislature of which State the charter 
of the company was granted. 

Both the Senate and House of Representatives have passed bills 
declaring that the Panama Railroad stock was necessary for the 
United States and providing for the condemnation of the same under 
the right of eminent domain ; the bill passed by the Senate also con- 
ferred authority upon the President to purchase all outstanding 
stock at such price as he might deem advisable. These bills failed 
of enactment through differences between the two Houses upon other 
points, and it transpired that, while both Houses of Congress clearly 
evidenced this purpose, they failed to execute it, and the President 
was deprived of the powers which it would have conferred. 

The subcommittee of the Interstate and Foreign Commerce Com- 
mittee of the House of Representatives, appointed under a resolution 
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of the House to inquire into the plans and management of the Pan- 
ama Railroad Company, made exhaustive inquiry and took volum- 
inous testimony in performance of its duties. On March 3 it made 
its unanimous report, fully indorsing the management as consj)icu- 
ouslv able, progressive, and businesslike, and added : " The committee 
is oi the opinion that the United States should secure ownership of 
the entire stock of the Panama Railroad Company." For these and 
other considerations, which seemed to me of the highest national 
concern, I felt impressed with the patriotic duty to completely mas- 
ter the situation in interest of my Government, regardless of the 
fact whether I was reimbursed or not. The duty was before me, 
and it seemed that I alone could deal with it. Therefore I quickly, 
and by extreme effort, succeeded in securing from the various par- 
ties 270 out of the remaining 275 shares, and I hold the contract of 
the owner of the last 5 shares to deliver the same upon return from 
Europe. 

The transactions concerning these 275 shares have all occurred since 
the adjournment of Congress. I have paid for 270 of these shares 
the sum of $72,120 to the several owners thereof, whose receipts for 
the payments I hand you herewith, and will make payment of the last 
five shares upon actual delivery. All this has been done by me in 
the spirit of a national duty and pride, and I, of course, place the 
stock at the command of my Government at its actual cost to me — ^the 
sum I have just mentioned. 

As you know, I have not permitted the thought of compensation or 
profit to me to be even entertained in the entire affair 5 and I now add 
that if the Government finds that there is any limitation iipon its 
power to acquire the stock, I will cheerfully carry it for the Govern- 
ment, and subject to the same conditions above mentioned (together 
with irrevocable proxy to the Government to vote thereon) untu such 
time as any legislation be obtained which the President may con- 
sider desirable. Thus I have succeeded, my dear Mr. Secretary, in 
acquiring the entire capital stock. 

X have the honor to be, very truly, yours, 

Wm. Nelson Cromwell. 
Hon. William H. Taft, 

Secretary of War^ Washington Z>. C. 



United States of America in account with Willia/m Nelson Cromwell re Panama 

Railroad stock purchase, 

1905. 
Mar. 6. Amount paid J. B. Manning for 2S4 shares, as per voucher 

herewith $65,520 

Amount paid U. Parmelo for 20 shares, as per voucher herewith 4, 000 

15. Amount paid Ugo Cahen, through L. Van Hoffman & Co., for 

10 shares, as per voucher herewith 2,000 

16. Amount paid G. G. Guion, executor estate Charles Coudert, 

for 1 share, as per voucher herewith 100 

25. Amount paid estate William Murray, per Czarnikow, Mac- 
Dougall & Co. (Limited), for 5 shares, as per voucher here- 
with 500 

72,120 

p c — VOL 4 — 07 11 
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War Department, 

Washington^ March 29^ 1905. 

My Dear Mr. Cromwell: I beg to acknowledge receipt of your 
letter of the 28th instant, explaining the circumstances of the pur- 
chase by you of the remaining 275 shares of stock of the Panama 
Railroad Company, in addition to the 728 shares you have previously 
purchased under authority of the President and myself. I have con- 
ferred with the President in respect to this matter, and also with a 
number of prominent Senators and Eepresentatives, whose acquaint- 
ance with the situation made me feel their advice to be of special 
value, and we all regard the purchase as of the utmost benefit to the 
Government, and a feat which, but for your assistance, would have 
been exceedingly difficult to accomplish. 

I can not exaggerate the importance to the Government of secur- 
ing all the shares of stock, and therefore I tender to you, on behalf 
of the President and myself, our sincere thanks for the very great 
rapidity and success with which you have brought about this much- 
desired result. I can not fail to note the patriotism and unselfish- 
ness that prompted it, and the fact that you will not permit me to 
hand you, as I might reasonably do, a substantial sum in compensa- 
tion for your services, which have been of such great value to the 
Government. 

Very sincerely, yours, Wm. H. Taft, 

Secretary of War. 

Mr. William Nelson Cromwell, 

General Counsel of the Panama, Railroad Company^ 

1^9 Wall Street, New York, N. F. 



« 

VOUCHER. 



The United States (Isthmian Canal Commission) to William Nelson Cromwell, 

' debtor. 

[Appropriation: " Canal connecting the Atlantic and Pacific oceans."] 

Req. No. . 

Re Panama Railroad stock purchase. 
1905. 
Jan. 17 To amount disbursed through Bankers* Trust Company, de- 
to positary, in purchase of 728 shares of Panama Railroad 

Mar. 5. stock, as per attached account $72,800.00 

To advertising, as per voucher herewith J504. 90 

To printing and mailing, as per voucher herewith 32.59 

To trust company's cljarge, as per its account herewith 300. 00 

73, 437. 49 
(The authority for the purchase and acknowledgment 
of the receipt of the certificate for the 728 shares of stock 
are shown by the letter of the Secretary of War, dated 
March 8, 1905, hereto attached.) 

March 10, 1905. 
Audit No. 701. 

Examined and recommended for approval for seventy-three thousand four 
hundred thirty-seven dollars and forty-nine cents. 

W. P. Armstrong, 
Auditor Isthmian Canal Commission. 

March 10, 1905. 

Approved for the amount recommended by the auditor, and payment author- 
ized. 

J. G. Walker, 
Chairman of Commission, 
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Washington, D. C, March Uh 1905. 

Received from A. S. Kenny, treasurer Isthmian Cianal Commission, the sum 
of seventy-three thousand four hundred thirty-seven dollars and forty-nine 
cents, in full for the above bill. 

Wm. Nelson Cromwell. 

Paid by check No. 210, dated Mar. 14, 1905, for $73,437.49, on assistant treas- 
urer United States, New York. 



War Department, 

Washington^ March 8^ 1905. 

Dear Sir : Mr. William Nelson Cromwell, the general counsel for 
the Panama Railroad Company, under authority conferred by me 
upon him by letter of January 16 last, has purchased 728 shares 
of the stock in the Panama Railroad Company, and has transferred 
the shares to me in my name as Secretary of War, and has delivered 
the certificates to me accordingly. The cost of those shares, includ- 
ing advertising, printing, mailing, and trust company's charges, was 
$73,437.49, as shown by the account and vouchers herewith. Please 
direct the issuing of a draft payable to William Nelson Cromwell 
for this sum and forward the same to him at once. 

I transmit also a memorandum of the purchase of stock handed 
to me by Mr. Cromwell, showing the purchases in detail. 

I transmit also a copy of my letter of January 16 to Mr. Cromwell, 
in order that you may have a complete file of the correspondence 
under which this purchase was made. 

Very respectfully, yours, Wm. H. Taft, 

Secretary of War. 

Rear- Admiral John G. Walker, U. S. Navy, 

Chairman of the Isthmian Canal Commission^ 

Washington. D. C. 



New York, March 7, 1905. 

United States of America, in account with William Nelson Cromwell. 

Re Panama Railroad stock purchase. 
1905. 
Jan. 17 To amount disbursed through Baniters' Trust Company, de- 
to ix)sitary in purchase of 728 shares of Panama Railroad 

Mar. 5. stock, as per attached account $72,800.00 

To advertising, as per voucher herewith 304.90 

To printing and mailing, as per voucher herewith 32.90 

To trust company's charge, as per its account herewith 300.00 

73, 437. 49 



War Department, 
Washington^ January 16, 1905. 

My Dear Mr. Cromwell: We have secured from the New Pan- 
ama Canal Company 68,887 shares of the capital stock of the Pan- 
ama Railroad Company and since that time have purchased 100 
shares additional, leaving a balance of 1,013 shares. 

The President is desirous of obtaining the remaining shares of 
stock for convenience in the administration of the railroad as an 



3130 INVESTIGATION OF PANAMA CANAL MATTERS. 

instrument in the building of the canal. As you negotiated the sale 
of the property of the New Panama Canal Company to the Gov- 
ernment, and have been general counsel for the Panama Bailroad 
Company, you will doubtless have greater facility in reaching the 
minority stockholders than anyone else who could assist us in the 
matter. 

I therefore authorize you to buy all the shares of stock of the 
Panama Railroad Company outstanding, at a price of par and 6 per 
cent in lieu of dividend, agreeing, on behalf of the President and the 
Government of the United States, to make you whole in all the rea- 
sonable expenses which may be incurred in "the negotiation and pur- 
chase of these shares. 

It is my purpose to invite Congress to pass an act authorizing the 
Attorney-General to begin a proceeding to condemn the outstanding 
shares in a Federal court in the State of New York, because the 
shares have their legal situs within that jurisdiction, but of course 
if we are able to obtain the shares by negotiation it will save all 
parties in interest expense and annoyance. I add this that those 
who now hold the shares may understand the attitude of the Govern- 
ment with respect to them. 

Very respectfully, yours, Wm. H. Taft, 

Secretary of War. 

Wm. Nelson Cromwell, Esq., 

JtD Wall Street, New York City. 



Bankers' Trust Company, 

l^ew York, March 7, 1905. 

Mr. William Nelson Cromwell, in account with Bankers' Trust Company, Dr. 

To services as your banker, purchasing certain stoclv of the Panama Rail- 
road Company $300 

Received payment. 

Bankers' Trust Company, 
By B. Strong, Jr., Secretary. 

Mr. Cromwell. It is proper to say. Senator, and I have no doubt 
you wish me to say it, that action by the two Houses of Congress was 
of a very different character, namely, it was merely to authorize the 
condemnation of these shares. That condemnation would be a law- 
suit of a character which would be open to contest, involving the 
most difficult questions which you could present — the great question 
as to whether the United States could condemn the shares or a pri- 
vate citizen. Such a question as that would be contested and fought 
from the very beginning, through every court in the land ; and there- 
fore legislation, while it could be enacted by Congress, would not be 
equivalent to getting the stock. You would only get the stock, under 
legislation, after years of litigation. Therefore, condemnation pro- 
ceedings, while a very good thing to resort to as a last resort, are only 
a procedure of any value as a last resort. The procedure by purchase 
enabled me to acquire all of the capital stock oi this company for the 
benefit of this Government without compensation to myself or benefit 
of a farthing, either for my time, service, or outlay. I am very proud 
of the transaction. It resulted in the Government's acquiring com- 
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plete ownership of the stock and saving to itself enormously in the 
management oi the property. 

Senator Taliaferro. It has been suggested here that my question 
on the subject of your purchase of this stock without authority from 
the Secretary of War was of such a nature as might lead to the under- 
standing that you were buying this stock for speculative purposes. 
I wish to give you the opportunity to correct any such impression as 
that. 

Mr. Cromwell. I thank you, Senator. I know that you are always 
manly and frank about such matters, and I want to say that I ap- 
preciate it. I purchased these shares because I knew that it was a 
desperate situation, and that if I did not purchase them on the spot 
the Government probably never would have had them, and to-day 
you would still have a minority outstanding, with all the horrible 
consequences of a minority outstanding. I would have paid anything 
for those shares. 

Senator Taliaferro. You say there is a minority outstanding? 

Mr. Cromwell. There would have been. 

Senator Morgan. Those consequences were not very horrible while 
you had a minority outstanding, under the rule of the Panama Canal 
Company ? 

Mr. Cromwell. That was a very different situation. Then the 
railroad was being run for commercial purposes and for the inter- 
ests of its stockholders — all of them. At the time of the purchase the 
railroad was not being conducted for the benefit of all its stockholders, 
and even'^body knew it. It was being conducted for the benefit of the 
United States in disregard of the rights of that minority, and there 
is no doubt that any minority stockholder could have brought suit 
and had an injunction issued and a receivership of the Panama Rail- 
road in the twinkling of an eye ; and any lawyer who knew the case 
knew it. 

Senator Morgan. I did not know it. I suppose I am not lawyer 
enough. 

Mr. Cromwell. It was those consequences that were saved by the 
purchase of the stock. 

Senator Taliaferro. They could not have done that, I apprehend, 
if the Government had exercised its option and taken over this stock. 

Mr. Cromwell. What option, sir? 

Senator Taliaferro. The option that you gave to acquire your 
stock, and the other directors. The Government takes over this 
property and wipes out that ownership, and you could not get a 
receivership for the railroad ? 

Mr. Cromwell. You and I are talking at cross-purposes, Senator. 
I was referring, sir, to the possibility of my not acquiring these Mann- 
ing and other shares. 

Senator Taliaferro. That is what I was referring to. 

Mr. Cromwell. If I had not acquired those shares at this high 
price the United States to-day would not be the owner of all the 
stock, and there would be a minority outstanding. 

Senator Taliaferro. It does not necessarily follow that you would 
have a receiver? 

Mr. Cromwell. That minority, represented by those shares, would 
have had no difficulty whatever in putting the Panama Railroad in \ 
the hands of a receiver. 
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Senator Taliafekro. After it had become the property of the 
United States? 

Mr. Cromwell. It had not become the property of the United 
States. 

Senator Taliaferro. It had with the exception of that stock ? 

Mr. Cromwell. That is just the point. It was with the excep- 
tion of that stock. And those minority shareholders could have in- 
sisted that the Panama Railroad be conducted as an independent cor- 
poration for the benefit of its stockholders, of which those men were a 
part. 

Senator Morgan. How many of these were there at the time this 
action was taken by the two Houses of Congress, besides yourself? 

Mr. Cromwell. About fifty. 

Senator Morgan. Besides yourself? 

Mr. Cromwell. Yes, sir ; altogether the list is about forty or fifty. 

Senator Morgan. Altogether ; but how many besides yourself were 
there ? 

Mr. Cromwell. The total number represented by the minority at 
the time I undertook this duty was between forty and fifty — ^the total 
list. 

Senator Morgan. You were one of that number ? 
. Mr. Cromwell. I was one of the number ; certainly. 

Senator Morgan. I want to know how many others there were be- 
sides yourself. 

Mr. Cromwell. As many more as would be made up by the sub- 
traction of one from that number. 

Senator Morgan. By the subtraction of one from the number? 

Mr. Cromwell. By the subtraction of one from the forty or fifty. 
That would be the number that remained, outside of myself. 

Senator Morgan. There was one stockholder, then, besides you ? 

Mr. Cromwell. We do not seem to understand each other. Senator. 

Senator Morgan. I do not think we do. 

Mr. Cromwell. I say the total number of people — not the number 
of shares. 

Senator Morgan. Well, the total number of people. 

Mr. Cromwell. The total number of persons owning the minority 
stock when I began this work of acquiring the shares was between 
40 and 50 persons. 

Senator Morgan. And you were 49 of them ? 

Mr. Cromwell. I was one of the 40 or 50 persons. 

Senator Morgan. Oh ! I thought you were 49 of them. 

Senator Taliaferro. Do you know any person living in this coun- 
try who was a stockholder m the Panama Canal Company — ^the old 
or new French company ? 

Mr. Cromwell. I never have had any knowledge, sir, as to who 
they were. There are one or two banking houses who had foreign 
connections, with some American representation here, who I have 
heard from time to time had some stock abroad. 

Senator Taliaferro. Do you know, of your own knowledge, of 
any individual in this country — any American citizen — who was a 
stockholder in the French company, either the old company or the 
new? 

Mr. Cromwell. I do not, Senator. I know of one or two bank- 
ing houses who had foreign connections who were said to have had 
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some of the old canal stock; but whether they had or not I do not 
know. They never even said so to me, but I understood that they 
had. I will answer your question squarely by saying that I do not 
know of a stockholder of the old Panama Canal Company in this 
country, or of the new company, who was a citizen of this country. 

Senator Morgan. You have described a very horrible situation — 
imaginary, of course — in which the United States would have been 
put by the minority stockholders in this company, and you have 
shown how you succeeded in relieving the Government from that 
wretched situation. Now I want to get at the point as to how many 
individuals there were and who they were that would have suffered 
this outrage at the hands of the United States Government, if it had 
chosen to impose it. 

Mr. Cromwell. Between 40 and 50 persons. 

Senator Morgan. You were one of the number? 

Mr. Cromwell. I was one of the persons, in that I was one of the 
minority. 

Senator Morgan. What amount of stock did you hold then ? 

Mr. Cromwell. Permit me to put in the exact number of shares. 
I think it is 29, 30, or 31. 

Senator Taliaferro. You do not exactly mean that, I fancy, be- 
cause I think that Senator Morgan is referring to the stockholders 
to whom you paid this unusual 

Mr. Cromwell. No ; he was not. Senator, I think. 

Senator Taliaferro (continuing). To whom you paid this unusual 
and exorbitant price for the stock. 

Mr. Cromwell. I think not, Senator. 

Senator Morgan. I am speaking, first of all, of the stockholders; 
then I will get at that other part of it. 

And then, in order to relieve the Government from the oppression 
and the disturbance in its business that you describe as being horri- 
ble 

Mr. Cromwell. As being serious and grave. 

Senator Morgan (continuing). You assumed the task of buying 
up this other stock, paying for it out of your own pocket? 

Mr. Cromwell. I took the responsibility of acquiring these four 
lots, at a price in excess of that which had been authorized by the 
Secretary of War. 

Senator Taliaferro. The price being? 

Mr. Cromwell. That price being 105. 

Senator Taliaferro. And the price you paid for this stock being? 

Mr. Cromwell. The price of this being, in respect of 234 shares, 
$280 a share ; and in respect of 30 shares, $200 a share. 

Senator Morgan. The Secretary of War having admeasured the 
value of this stock at the price you have mentioned — what was it? 

Mr. Cromwell. One hundred and five dollars. 

Sen»*tor Morgan. Yes. You took the responsibility of buying it 
up at $280? 

Mr. Cromwell. I took the responsibility of buying 234 shares at 
$280 and shares at $200. 

Senator Morgan. You took that responsibility yourself? 

Mr. Cromwell. I did ; and I am very proud of it. 

Senator Morgan. I have no doubt that you are. 
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Mr. Cromwell. Because it enabled me to complete the purchase of 
all the stock for the benefit of the United States. 

Senator Morgan. Yes. 

Mr. Cromwell. And to give you a complete unit. 

Senator Morgan. That was to forestall the action of the Secretary 
of War and to do something that he had not contemplated in the 
way of diplomacy ? 

Mr. Cromwell. It was to accomplish the great purpose for which 
we were all so anxious, namely, the acquiring of all of this stock. 

Senator Morgan. But they did not acquire it all? The Govern- 
ment did not acquire it all ? 

Mr. Cromwell. It did acquire it all by reason of my action. 

Senator Morgan. With the understanding that tney would sell 
back a share to each one of the directors — to men that they wanted 
for directors? 

Mr. Cromwell. There was no understanding of that kind in the 
case. 

Senator Morgan. Oh, yes ; you said there was. 

Mr. Cromwell. I say there was no understanding of that kind in 
the case. 

The Chairman. Senator Morgan, you may recall that when Mr. 
Cromwell was here before he gave to us for examination some 
Panama coins. I suppose we are through with them now ? 

Senator Taliaferro. I move that they be returned to Mr. Crom- 
well. 

Senator Morgan. I have no interest in it. I merely wanted to show 
how easy it was to fool those negroes down there by making two 
coins of the same size and of different values. [Laughter.] 

(The committee thereupon adjourned until to-morrow, Friday, 
May 11, 1906, at 10.30 o'clock a. m.) 
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Committee on Interoceanio Canals, 

United States Senate, 
Washington^ D, (7., Friday^ May 11^ 1906, 

The committee met at 10.30 o'clock a. m. 

Present: Senators Millard (chairman), Kittredge, Morgan, and 
Taliaferro. 

TESTIMONY OF WILLIAM NELSON GEOMWELL. EStt.— Continued. 

Senator Morgan. Mr. Cromwell, on page 1112 of your former testi- 
mony I will read what occurred. 

Mr. Cromwell. Before you read, Senator, permit me to make a 
remark, so as not to interrupt the line of your inquiry. 

Senator Morgan. Yes. 

Mr. Cromwell. There are two topics upon which I have been 
charged by the previous examination to furnish further evidence, and 
I have been gathering it for this purpose. That of yesterday con- 
cerned the purchase of the shai'es of the Panama Railroad Company 
minority holdings. 1 was to furnish certain other material, and I 
have gathered it and am ready now to present it. 

Senator Morgan. Then present that, and let us get it in the record. 

Mr. Cromwell. The second subject related to tne Pacific Mail con- 
tracts, concerning which Senator Morgan interrogated me on Tues- 
day last, aiid with reference to which I was also to furnish some nar- 
rative of the successive contracts relating to the Pacific Mail. I am 
also prepared upon that point to make a further statement. 

Senator Morgan. Let us have it, then. 

Mr. Cromwell. Those topics I will take up in their order. 

Senator Morgan. Just put them in the record. 

Mr. Cromwell. I have not prepared them in writing. I am pre 
pared to state them. 

Senator Morgan. Very well. State them, then. 

Mr. Cromwell. With reference, then, to the subject of the pur- 
chase of the minority of the Panama Railroad shares, concerning which, 
as I said yesterday, I had not then before me the memoranda, accounts, 
and records, because I had filed the accounts with the Secretary of 
War 

Senator Morgan. One moment. Let me ask you a question while 
I think of it. Did I understand you to say yesterday that the minutes 
of the Panama Railroad Company are printed? 

Mr. Cromwell. No, sir; they never were printed, sir. They are 
embodied in the minute books which are here with tfie committee. 
The annual reports, however, were printed, and it is those, perhaps, 
to which reference was made. 

I shall make this statement consecutive, so as to be of assistance to 
you, with reference to the purchase of the minority stock of the 
Panama Railroad Company. 

3135 
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1 was charged with the duty upon that subject under the following 
letter of the becretary of War, dated January 16, 1905 [reading]: 

War Department, 
Washington^ January 16^ 1905. 

My Dear Mr. Cromwell: We have secured from the New Panama 
Canal Company 68,887 shares of the capital stock of the Panama Rail- 
road Company, and since that time have purchased 100 shares addi- 
tional, leaving a balance of 1,013 shares. 

The President is desirous of obtaining the remaining shares of stock 
for convenience in the administration ot the railroad as an instrument 
in the building of the canal. As you negotiated the sale of the prop- 
erty of the New Panama Canal Company to the Government and have 
been general counsel for the Panama Railroad Company, you will 
doubtless have greater facility in reaching the minority stockholders 
than anvone else who could assist us in the matter. 

I therefore authorize you to buy all the shares of stock of the Panama 
Railroad Company outstanding at a price of par and 5 per cent in lieu 
of dividend, agreeing, on behalf of the President and the Government 
of the United States, to make you whole in all the reasonable expenses 
which may be incurred in the negotiation and purchase of these 
shares. 

It is my purpose to invite Congress to pass an act authorizing the 
Attorney-General to begin a proceeding to condemn the outstanding 
shares in a Federal court in the State of New York, because the shares 
have their legal situs within that jurisdiction, but of course if we are 
able to obtain the shares by negotiation it will save all parties in inter- 
est expense and annoyance. 1 add this that those who now hold the 
shares may understand the attitude of the Government with respect 
to them. 

Very respectfully, yours, Wm. H. Taft, 

Secft^etary of War. 

Wm. Nelson Cromwell, Esq., 

4^ Wall Street, Mw York City. 

Senator Morgan. Turn back in that letter and repeat that remark 
"as you negotiated," etc. What was that? 

Mr. Cromwell (reading): "As you negotiated the sale of the prop- 
erty of the New Panama Canal Company to the Government and have 
been general counsel" 

Senator Morgan. Is that a fact; did you do that? 

Mr. Cromwell. 1 assisted in the negotiation. 

Senator Morgan. Did you do it by yourself? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. In what capacity ? 

Mr. Cromwell. As general counsel of the Panama Canal Company. 

Senator Morgan. That was the sale, now, of the property of tne 
Panama Canal Company, of every kind and character, to the United 
States that you negotiated? 

Mr. Cromwell. It was the sale as the offer of the canal company 
describes; a sale of the totality of the property on the Isthmus. 

Senator Morgan. The totality ? 

Mr. Cromwell. Yes, sir. 
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Senator Morgan. I never did know what totality meant, unless it 
meant it all. Did it mean an} thing less than all ? 

Mr. Cromwell. The totality of its property on the Isthmus, which 
comprised its physical properties there, and I construed it liberalh^ to 
mean also the shares of the Panama Railroad Company, although it 
did not describe the shares. 

Senator Morgan. How about the concessions? 

Mr. Cromwell. It included the concessions. 

Senator Morgan. All of them? 

Mr. Cromwell. All of them. 

Senator Morgan. From Colombia to Panama ? 

Mr. Cromwell. All the then-existing concessions from Colombia 
to Panama. 

Senator Morgan. And all that had passed from Colombia to Panama 
by the resurrection — or insurrection 

Mr. Cromwell. Resurrection is just the word, Senator. 

Senator Morgan. I do not know what word to use, precisely, in 

Mr. Cromwell. I think resurrection is a very apt word. 

Senator Morgan. The "transformation." I will put it that way. 

Mr. Cromwell. Inspiration. 

Senator Morgan. Well, it included all that? 

Mr. Cromwell. The offer of the canal company, sir, was dated Jan- 
uary 9-11, 1902, at which time Colombia was sovereign of the Isthmus. 

Senator Morgan. Was that the contract, that 3^ou speak of now, in 
1902, that was made with the United States? 

Mr. Cromwell. The offer of the canal company to the United 
States dated January 9-11, 1902. 

Senator Morgan. But that is not the one under which we took the 
property ? 

Mr. Cromwell. It was in pursuance of that that we took the prop 
erty. 

Senator Morgan. How in pursuance of it? 

Mr. Cromwell. In consummation of it. 

Senator Morgan. In consummation ? 

Mr. Cromwell. Yes. 

Senator Morgan. Then that offer of 1902 and the later offer were 
parts of the same transaction, and the one was in consummation of the 
other? 

Mr, Cromwell. Yes, sir. 

Senator Morgan. That is the fact? 

Mr. Cromwell. Yes, sir. May I proceed now? 

Senator Morgan. Not exactly just yet. Now, Mr. Cromwell, you 
negotiated that one of 1902, also? 

Mr. Cromwell. No, sir. 

Senator Morgan. You had no part in that? 

Mr. Cromwell. No; that offer originated in Paris. 

Senator Morgan. I did not ask you where it originated. I want to 
know whether you had any part in the negotiation? 

Mr. Cromwell. I must respectfully decline to discuss the affairs of 
the canal company, when I get into the field of negotiations. 

Senator Morgan. We have come to another pitfall in which you 
take cover, in the midst of a statement; in the midst of a sentence. 

Mr. Cromwell. We come to the principle of law and of privilege 
to which I have referred. 
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Senator Morgan. We will test that privilege somewhere or other 
that will have some authority to it. 

Mr. Cromwell. I hope so, Senator. Then you will learn more law 
than you know now. 

Senator Morgan. 1 want to know, Mr. Cromwell, and I will ask 
you the question again. Did you participate in that negotiation of the 
proposition, the offer, and the contract, which I believe was not finally 
closed at that time, between the New Panama Canal Companv and the 
United States? 

Mr. Cromwell. I respectfully decline to enter into a discussion 

Senator Morgan. You already stated that you did it. 

Mr. Cromwell. I decline to enter into a discussion of it. 

Senator Morgan. I am not discussing anything with you; •! am ask- 
ing you questions. 

Mr. Cromwell. I refuse to answer, sir. 

Senator Morgan. You refuse to answer? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. Very good. Whatever you aid — ^you state that 
you did something — did you do that as the employed counsel of the 
Panama Canal Company ? 

Mr. Cromwell. I have already answered that question man}^ times. 

Senator Morgan. Will you please answer it again. 

Mr. Cromwell. 1 do, by refusing. 

Senator Morgan. Were you acting in any sense in your own right? 

Mr. Cromwell. I again decline to answer. 

Senator Morgan. You refuse to state whether you had any interest 
in the transaction personallj^ ? 

Mr. Cromwell. I refuse to discuss it any further than I have. 

Senator Morgan. You are not discussing it. I am asking 3^ou a 
question, and I want an answer. 

Mr. Cromwell. 1 make the same answer. 

Senator Morgan. What is the same answer? 

Mr. Cromwell. That I refuse to reply. 

Senator Morgan. At that time you were a stockholder in the Panama 
Railroad? 

Mr. Cromwell. I was; to the extent of 25 or 30 shares. 

Senator Morgan. And that contract or offer transferred your inter- 
est, along with the interest of all the other stockholders? 

Mr. Cromwell. No; it did not. 

Senator Morgan (continuing). To the United States? 

Mr. Cromwell. No; it did not. 

Senator Morgan. Were your interests still remaining in the old 
Panama Canal Campany? 

Mr. Cromwell. The Panama Railroad Company, you mean ? 

Senator Morgan. No; 1 mean the old Panama Canal Company. • 

Mr. Cromwell. 1 had no interest in the old Panama Canal 
Company. 

Senator Morgan. You had none at all? 

Mr. Cromwell. None, sir. 

Senator Morgan. They owned a piece of property, and the majority 
of the stock, in which you had stock, called the Panama Railroad 
Company ? 

Mr. Cromwell. The canal company owned 68,534 shares of the 
Panama Railroad Company, and I owned 25 or 30, as I have said so 
many, many, many times. 
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Senator Morgan. That is a statement of a fact. Therefore, did you 
not have a personal interest in the transference of the control of that 
railroad 'from the French company to the United States? 

Mr. Cromwell. No, sir. My shares remained absolutely unaf- 
fected by it. 

Senator Morgan. Why do you say that? 

Mr. Cromwell. Because it is a fact. 

Senator Morgan. Had you no preference in the matter of trans- 
ferring the ownership from the Old Panama Canal Company to the 
United States? 

Mr. Cromwell. My preferences are of no consequence, Senator. 

Senator Morgan. We will ask whether you had them or not. 

Mr. Cromwell. I do not testify to preferences. I am testifying 
to facts. 

Senator Morgan. Well, I am not discussing this question with you. 
I am asking you questions. 

Mr. Cromwell. I am answering questions. 

Senator Morgan. And they will be serious answers, too, that you 
are making. I want you to understand that. 

Mr. Cromwell. 1 app/eciate the seriousness of them. 

Senator Morgan. You refuse to answer that question ? 

Mr. Cromwell. 1 do not refuse; 1 say that 1 have already stated. 

Senator Morgan. What have 3^ou stated? 

Mr. Cromwell. That my preferences make no difference one way 
or the other. 

Senator Morgan. Suppose I think they do? Did you have a pref- 
erence? 

Mr. Cromwell. I do not recollect whether I had any preference or 
not. 

Senator Morgan. You really do not recall whether you had any 
preference or not? There is nobody who can answer that question 
but you. 

Mr. Cromwell. Well, 1 should think, Senator, that my inclinations 
were in favor of the sale to the United States 

Senator Morgan. I should think so myself. 

Mr. Cromwell. Although I had very grave doubts of the wisdom 
of the canal company disposing of its property. 

Senator Morgan. So it was a question debated, but your preference 
was in favor of disposing of it to the United States? 

Mr. Cromwell. Yes, sir; I should think so, upon the whole. 

Senator Morgan. Was that for the protection of your personal 
interest or just for the general glory of the situation ? 

Mr. Cromwell. The personalinterests you must see, Senator, were 
absolutely insignificant. 

Senator Morgan. Well, 1 know. Matters of insignificance are still 
legal matters, oftentimes. Did your preference have any reference at 
all to what should become of you as a stockholder of these 24 or 34 
shares or whateV^er you had? 

Mr. Cromwell. Certainly not. 

Senator Morgan. If that had been all the property you had in the 
world, it would have involved your entire estate, would it not? 

Mr. Cromwell. Oh, well, Senator 

Senator Morgan. But, being a rich man, you could afford to neglect 
the situation. Was that it? 
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Mr. Cromwell. I do not suppose 3^ou expect a serious answer. 

Senator Morgan. 1 really think 1 am very much in earnest, sir. 
I want to get at the fact whether your preference was based just upon 
some idea of the magnitude of the situation and your controlling it, 
or whether it was based upon your interest in that stock. 

Mr. Cromwell. The interest in the stock had not the least influence 
upon my judgment or preference. 

Senator Morgan. You stood above that? 

Mr. Cromwell. Certainly. 

Senator Morgan. Now you may go ahead with your statement. 

Mr. Cromwell. Pursuing, then, the topic under consideration, the 
purchase of the minority holdings: After the letter of January 16, 
1905, of the Secretary of War, I prepared and sent to all the minority 
stockholders a circular letter, of which the following is a copy: 

New York, January 17^ 1905. 
To the stockholders of the Panama Railroad Company: 

In connection with the consummation of the transfer by the New 
Panama Canal Company to the United States, which included about 
98i per cent of the capital stock of the Panama Railroad Company, 
the President of the United States and the Secretary of War have 
authorized me to aflFord the outstanding minority interest an opportu- 
nity to realize upon their holdings. 

The Isthmian Canal Commission, in their official reports to the 
President, valued the capital stock at $7,000,000, its par value (which 
comprehended allowance for all bonded indebtedness and other obli- 
gations having priority in liquidation). 

Accordingly, you are hereby offered until the 23d day of February, 
1905, the privilege of selling and transferring to the United States of 
America your holdings of the capital stock of the Panama Railroad 
Company at the par value thereof, payable in United States gold coin, 
upon compliance with the following conditions: 

{a) Any dividend, up to 5 per cent, in the meantime declared by the 
company, shall belong to the selling stockholder. 

(5) The shares to be duly assigned, with seal affixed, by the registered 
stockholder to "William H. Taft, Secretary of War of the United 
States" (either by execution of the form of assignment engraved upon 
the back of the certificates therefor or by similar separate stock trans- 
fer forms). 

The assignment by the stockholder to be witnessed by two respon- 
sible persons, with their addresses and occupations added (not neces- 
sarily a notary or other official). 

{c) In the cases of estates, trusts, guardianships, bankruptcies, or 
other fiduciary relations satisfactory documentary and official evidence 
to be furnished of the title of the signatory parties and of their power 
to transfer. 

{d) The certificates for shares so assigned, to be delivered to the 
Bankers' Trust Company, No. 7 Wall street. New York City, United 
States of America. 

{e) Payment will be made by said Trust Company, as my agent, upon 
such assignment, execution, and delivery. 



INVESTIGATION OF PANAMA CANAL MATTERS. 3141 

1 advise all minority stockholders to avail of this offer, which will 
expire at the time mentioned, after which date certain le^l proceed- 
ing^ are contemplated to be taken. 

Wm. Nelson Cromwell, 

General Counsel, 

Senator Morgan. That was a circular to stockholders? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. What was the date of that? 

Mr. Cromwell. January 17, 1905. 

Senator Morgan. Did the Secretary of War ask you to write a cir- 
cular letter to those people? 

Mr. Cromwell. Yes, sir. You will see in a moment that he did. 

It was accompanied by a form which the parties were requested to 
sign to signify their assent. The form was as follows (reading): 

1905. 
Mr. William Nelson Cromwell, 

General Counsel^ Care of Bankers^ Trust Company^ 

No, 7 Wall street^ New York City, 

Sir: Referring to your circular letter bearing date January 17, 1905, 

hereby avail of and accept the offer therein made by you in behalf 

of the President and Secretary of War of the United States^ and 
accordingly do hereby deliver to your bankers above named certifi- 
cates Nos. for shares of the capital stock of the Panama 

Railroad Company, assigned, sealed, and witnessed in accordance with 
the requirements of said circular letter. 

* And also present to you documentary and official evidence of 
we 

^ title and power to transfer said stock, 
our ^ 

Yours, truly, 

Name of stockholder: . 

Residence address: . 

Business address: . 

Then on the 25th of January I addressed Secretary Taft the follow- 
ing letter [reading]: 

January 25, 1905. 
Hon. William H. Taft, 

Secretary of War^ War Department^ Washington^ D, C. 

My Dear Mr. Secretary: Re Panama Railroad share purchase. 
Agreeably to your favor of January 16, charging me with the pur- 
chase of the outstanding stock, I have begun active measures in that 
direction, and which I now beg leave to report: 

I. I have issued a circular letter to all the holders of the outstand- 
ing stock, as per inclosed circular No. 1, with form of response thereto 
(No. 2) and return envelope. 

« Only necessary in cases of estate, trusts, guardianships, bankruptcies, or other 
fiduciary relations. 
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Have also isssued this in the French language to stockholders resid- 
ing in France. 

II. 1 have selected the Bankers' Trust Company as my banker and 
depositary to receive and pay for the stock upon conditions enumer- 
ated in my circular letter, and 1 have deposited with them the neces- 
sary cash for the purpose. 

III. I have addressed friends in Paris and London, where most of 
the foreign stock is held, and have initiated active cooperation. 

IV. The dividend of 5 per centum, of which you approved, has 
been authorized by the executive committee, subject to the confirma- 
tion of the board of directors, which action will be taken to-morrow, 
and that dividend will be immediately paid out of the accumulated 
earnings. 

V. 1 deemed it wiser to omit from my circular specific mention of 
contemplated proceedings to condemn the shares, as that might be 
construed as a coercive influence and give the selling stockholder cause 
of grievance against myself as purchaser. After this notice expires 
1 will avail of whatever facts then may be. 

VI. I will report to you from stage to stage the progress made,.and 
have the honor to be, my dear Mr. Secretary, 

Faithfully, yours, 

Wm. Nelson Cromwell, 

General Counsd. 

Then comes this letter of January 30: 

War Department, 
Washington, January 30^ 1905. 

My Dear Mr. Cromwell: By direction of the Secretary of War I 
beg to acknowledge the receipt of your favor of January 26, concern- 
ing the purchase of the outstanding stock in the Panama Railroad, and 
to thauK vou for the same. 

Very respectfully, 3^ours, 

Fred W. Carpenter, 

Private Secretary, 
Wm. Nelson Cromwell, Esq., 

Ifi Wall street. New York, N. Y. 

On January 30 the Panama Railroad Company board of directors 
met, as you will see by the minutes before you, and declared the 
dividend of 5 per centum. I will read you the published notice 
[reading]: 

Panama Railroad Company, 

JVew York, January SO, 1905. 

One hundred and twentieth dividend. 

The board of directors of the Panama Railroad Company has 
declared a dividend of 5 per cent on the capital stock of the company, 
payable at the oflice, 24 State street, New York, February 1, 1905, to 
stockholders of record. Transfer books will close January 31, 1905, 
and open February 3, 1905. 

Sylvester Deming, Treasurer. 

At that time, January 30, the account has been opened with the 
Bankers' Trust Company, which account I will presently exhibit to 
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you, and under which stock was invited for deposit. At that daj- — 
and 1 am now answering, Senator Taliaferro, a question which you 
addressed to nie yesterday — I owned 30 shares of stock, represented 
by certificates numbers 

Senator Taliaferro. The certificates are not material. 

Senator Morgan. Yes; let us have them. 

Mr. Cromwell. Senator Morgan thought they were. 

Senator Taliaferro. Very well. 

Senator Morgan. I want the numbers. 

Mr. Cromwell. On that day, January 25, 1905, I owned 30 shares 
of stock, represented by three certificates, one numbered 02734, for 23 
shares; 02739, for 6 shares, and 02740, for 1 share. 

The dividend of 5 per cent declared on January 30, 1905, was paid 
to all the stockholders of the Panama Kailroad (\)mpany. 

Senator Morgan. That dividend was mentioned in your circular? 

Mr. Cromwell. The circular offer, as Senator Morgan has just 
properly mentioned, dated January 17, provided as follows 

Senator Morgan. That was before the dividend was declared? 

Mr. Cromwell. Before the dividend was declared; yes, sir. That 
provided that the offer made was for par of the stock, subject to the 
following conditions [reading]: 

"(a) Any dividend, up to 5 per cent, in the meantime declared by 
the company, shall belong to the selling stockholder." 

Consequently, the dividend of 5 per cent was paid to and belongs to 
the selling stockholder, and they were distributed to them. That 
enabled me to reduce the authority the Secretary had given me to pay 
105 — to reduce that authority to par — so that I only paid f 100 a share 
for the stock under the final offer. 

Senator Morgan. It appears that you had the whole plan matured 
at the time that circular was issued ? 

Mr. Cromwell. At the time the circular was issued it was contem- 
plated that there might be a dividend of 5 per cent, and that was dis- 
cussed with the Secretary. 

Senator Morgan. That was discussed with the Secretary ? 

Mr. Cromwell. And that is the reason we embraced in the circular 
a provision that we would pay par. 

Senator Morgan: That was before the dividend was declared? 

Mr. Cromwell. No, sir; that is the reason the dividend topic was 
under discussion. It was deemed proper to guard against the possi- 
bility of paying 105 for the stock and then have another dividend 
besiaes to pay. So that this provision guarded against the selling 
stockholder getting 105 plus the dividend. 

Senator Morgan. What 1 want to get at is: You and Secretary Taf t, 
you having exhibited that circular to nim, agreed upon the programme 
that you marked out there, did you not? 

Mr. Cromwell. Yes, sir. , 

Senator Morgan. And you drew up the whole scheme? 

Mr. Cromwell. I drew up the circular and these papers; yes. 

Senator Morgan. All the scheme; and carried it into execution? 

Mr. Cromwell. I drew up the circular and did my best to make the 
affair successful. 

Senator Morgan. So that you and Secretary Taf t agreed beforehand 
that a dividend of 5 per cent should be declared on the earnings of this 
company, and agreea on that before you started this circular afloat? 

p c— VOL 4—07 12 
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Mr. Cromwell. There was no agreement, sir. There could be 
none. 

Senator Morgan. What was it then, if it was not an agreement? 

Mr. Cromwell. The subject of paying a dividend on the stock of 
the Panama Railroad Company was one discussed by its board of 
directors, and was a subject 

Senator Morgan. 1 am talking about what you and Secretary Taft 
had to say to each other about it, and not about the board of directors 
at all. 

Mr. Cromwell. There was no fixed agreement about it at that time, 
but the subject was under discussion, and because it was under discus- 
sion, very properly reserved in the circular, and was provided for. 

Senator Morgan. Under discussion where ? 

Mr. Cromwell. Between the members of the board and the Secre- 
tary of War and myself. 

Senator Morgan. What members of the board besides the Secretary 
of War and yourself? 

Mr. Cromwell. 1 do not know who else discussed it with him. 

Senator Morgan. Do you know of anybody else? 

Mr. Cromwell. I know that I discussed it with members of the 
board. 

Senator Morgan. I know; but name a man, any member of the 
board, with whom it was discussed, besides yourself. 

Mr. Cromwell. I do not know any members of the board who dis 
cussed it with the Secretary of War. I was attending to my own end 
of the business, and supposed that they would attend to theirs. 

Senator Morgan. It looks to me like your end of the business was 
both ends. That is what I am trying to get separated, if I can do it. 

Mr. Cromwell. Then, it was done all the better. 

Senator Morgan. Yes; you and Secretary Taft had an understand- 
ing before you issued that circular that that 5 per cent dividend would 
be declared? 

Mr. Cromwell. There was no such understanding. 

Senator Morgan. How near did you come to having an understand- 
ing? 

Mr. Cromwell. Other than the mere fact that it was discussed, I 
could hardly say there was a fixed intention, otherwise than that 
the fact had been discussed that the company had had a profitable 
year, with large earnings, and that there were sufficient moneys to 
pay a dividend. 

Senator Morgan. It was sufficiently fixed for you to put it in as one 
of the stipulations in your circular? 

Mr. Cromwell. Decidedly; because the matter having been under 
discussion I very properly, I think, took the precaution to provide 
that in case the dividend was declared it should not be added to the 
5 per cent. 

Senator Morgan. Did you not declare in your circular that a divi- 
dend would be declared? 

Mr. Cromwell. No, sir. 

Senator Morgan. Read the language, and let us see. 

Mr. Cromwell. The circular says as follows: 

"(a) Any dividend, up to 5 per cent, in the meantime declared 
by the company, shall belong to the selling stockholder." 
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Senator Morgan. Did you speak that by authority of the Secretary 
of War'il 

Mr. Cromwell. Senator, in the letter of authorization of January 
16 

Senator Morgan. Please just answer my question, without referring 
to anything else. 

(By request, the stenographer read the pending question.) 

Mr. Cromwell. 1 did, pursuant to authority conveyed by his letter 
of January 16, in which he said: 

"I therefore authorize you to buy all the shares of stock of the 
Panama Railroad Company oiitstanding at a price of par and 5 per 
cent in lieu of dividend." 

Senator Morgan. By authority of the Secretary of War you declared 
in your circular letter that a dividend would be declared of 5 per cent 
on the earnings of the railroad company? 

Mr. Cromwell. I did not so declare. I have read it three times to 
you, Senator. Permit me to read it again. 

Senator Morgan. Yes; read it again. 

Mr. Cromwell (reading), ''(a) Any dividend up to 5 per cent 
in the meantime declared by the company shall belong to the selling 
stockholder." 

That is not a statement that a dividend will be declared. It is a pro- 
vision against the possibility of a dividend. 

Senator Morgan. But the dividend, Mr. Cromwell, "shall belong 
to the selling stockholder? " 

Mr. Cromwell. Yes, sir. 

Senator Morgan. That is an order. 

Mr. Cromwell. That is a condition of the offer; certainly. 

Senator Morgan. Exactly. And you were authorized to make that 
by the Secretary of War? 

"Mr. Cromwell. Yes, sir; by the provisions of his letter of author- 
ity of January 16, in which he says: *'I therefore authorize you to 
buy all the shares of stock of the Panama Railroad Company out- 
standing, at a price of par and 5 per cent in lieu of dividend." 

Senator Taliaferro. What does the " therefore" refer to? 

Mr. Cromwell. It refers to the first part of the letter. 

Senator Taliaferro. What is in the first part of the letter? 

Mr. Cromwell. The first pai-t of the letter is as follows: 

'* We have secured from the New Panama Canal Company 68,887 
shares of the capital stock of the Panama Railroad Company, and since 
that time have purchased 100 shares additional, leaving a balance of 
1,013 shares. 

"The President is desirous of obtaining the remaining shares of 
stock for convenience in the administration of the railroad as an instru- 
ment in the building of the canal, etc." 

Senator Taliaferro. What circular is this that you are discussing 
with Senator Morgan ? 

Senator Morgan. The circular to the minority stockholders. It 
has been read. 

Senator Taliaferro. I understand. I was not present when it was 
read. 

Mr. Cromwell. Under the order and direction I just read, of Jan- 
uary 16, I issued the circular letter containing the offer to all the 
minority stockholders offering them par, not offering them 105, but 
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offering them par, with the provision that if in the meantime, pending 
the offer, which was limited to February 23, a dividend up to 5 per 
cent, not exceeding that and up to that, were declared, it should belong 
to the selling stocKnolder. 

Senator Taliaferro. The theory being that the stock should cost 
the Government par? 

Mr. Cromwell. That is true; that it should cost the Government 
par. 

Senator Taliaferro. Have you bought any of the minority stock 
for the Government which did not cost more than par? 

Mr. Cromwell. I bought all of the stock, sir, at par, save only the 
six lots which I yesterday referred to. 

Senator Morgan. At par, less the dividend ? 

Mr. Cromwell. No, sir; at par to the Government. 

Senator Morgan. That meant 105 ? 

Mr. Cromwell. That meant 105, in the sense that the 5 per cent 
was in lieu of dividend. 

Senator Morgan. Before we adjourn I want to ask you one ques- 
tion: All this arrangement that you have been testifying about this 
morning, predicated upon your circular letter, was agreed upon between 
you and Secretary Tatt before that letter was issued, was it not? 

Mr. Cromwell. Yes, sir; in substance, of course. 

Senator Morgan. That is all the questions I wish to ask this morn- 
ing, Mr. Chairman. 

(The committee thereupon adjourned until Monday, May 14, 1906, 
at 2 o'clock p. m.) 
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CoMMrrrEE on Interoceanic Canals, 

United States Senate, 
Washington^ D. C, Tuesday^ May 29^ 1906. 

The committee met at 10.30 o'clock a. m. 

Present: Senators Millard (chairman), Kittredge, Dryden, Hop- 
kins, Ankeny, and Morgan. 

TESTIMONY OF WILLIAM NELSON CROMWELL, ESQ.— Continued. 

The Chairman. Proceed if you are ready, Senator. 

Senator Morgan. Mr. Cromwell, on pages 3129 and 3130 of your 
deposition of May 10 you introduced a letter from the Secretary of 
War, in which he says : 

"As you negotiated the sale of the property of the New Panama 
Canal Company to the Government, and have been general counsel for 
the Panama Kailroad Ccftnpany, you will doubtless have greater 
facility in reaching minority stockholders than anyone else who could 
assist us in that matter." 

I asked you, and I believe you admitted, that that statement was 
true; that you had negotiated the sale of the property of the New 
Panama Canal Company to the Government of the United States. 
Is that right ? 

Mr. Cromwell. That is not correct. Senator. 

Senator Morgan. Well, state it correctly. 

Mr. Cromwell. You have not stated it correctly, sir. 

Senator Morgan. I say, you state it correctly, then. 

Mr. Cromwell. I have no statement to make, sir. 

Senator Morgan. I demand statement of you — ^a correct statement. 
You say I have not stated it correctly. I demand of you, now. on 
3"our oath, a statement that is correct of that situation. 

Mr. Cromwell. The statement is true that I was general counsel 
of the Panama Railroad Company, and the statement is true that, as 
general counsel of the New Panama Canal Company, I assisted in 
the transfer of its property to the United States, and the consumma- 
tion of its offer to the United States. 

Senator Morgan. Mr. Taft says that you " negotiated the sale of 
the property of the New Panama Canal Company to the Govern- 
ment." Is that correct ? 

Mr. Cromwell. I have stated the facts correctly. The Secretary 
means the 
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Senator Morgan. Is that statement of the Secretary of War cor- 
rect? 

Senator Hopkins. Mr. Chairman, in court no counsel has a right 
to exact from a witness whether some other witness has testified cor- 
rectly or falsely, and the same rule would prevail here. I do not 
think it is a proper thing to ask Mr. Cromwell to characterize the 
statement of Secretary Taft. 

Senator Morgan. The Senator is entirely mistaken. I am not 
viciously characterizing the statement of Secretary Taft or of any- 
body else. 

Senator Hopkins. But you are asking whether it is true or false. 

Senator Morgan. I want to ^et a statement as to whether Mr; Taft's 
statement in that letter to him is a correct statement of the facts. 

Senator Hopkins. I will ask the stenographer to read the question. 

^The stenographer read the question, as follows:) 

" Senator Morgan. Mr. Taft says that you ' negotiated the sale of 
the property of the New Panama Canal Company to the Government.' 
Is that correct ? " 

Senator Morgan. I say, Is that correct ? 

Senator Hopkins. Yes. You are asking him to state whether Sec- 
retary Taft has testified truthfully or not. 

Senator Morgan. I had no such idea in my mind, and that idea 
would not enter the mind of anyone but a suspicious man. 

Senator Hopkins. There is no suspicion 

Senator Morgan. I had no such idea. I want to test the witness's 
memory, and also his knowledge as to whether that statement is cor- 
rect. 

Senator Hopkins. But the point, Mr. Senator, is this: You asked 
him to say as to whether the statement oi Secretary Taft is correct 
or not. Now, if he should say that it was not so, then he would be 
putting Secretary Taft in the lie, squarely; and one witness can not 
in any place be called upon to characterize the testimony of another 
witness. Each must stand on its own merits. 

Senator Morgan. Nothing is further from my mind, Mr. Chairman 
and gentlemen of the committee, than to cast the slightest reflection 
upon Secretary Taft in respect of a statement that he has made 
officially to this witness. In that statement he says: "As you nego- 
tiated the sale of the property of the New Panama Canal Company 
to the Government, and have been general counsel for the Panama 
Railroad Company, you will doubtless have greater facility in reach- 
ing the minority stockholders than anyone else who could assist us 
in the matter." 

I asked him if that part of the statement of Mr. Taft is correct — 
as to his having negotiated the sale of the property of the New 
Panama Canal Company to the Government. Secretary Taft could 
not know that, because he was not in the matter. He was not en- 
gaged in the negotiations, and so stated in his testimony. He says 
that Cromwell did negotiate it. I asked him if that is a correct 
statement of the facts. Did you negotiate this sale ? 

Senator Hopkins. You are predicating your question upon a state- 
ment made by Secretary Taft before the committee, are you not? 

Senator Morgan. Upon a statement made by Secretary Taft in this 
letter to Mr. Cromwell. 
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Senator Hopkins. AVhich the Secretary made a part of his testi- 
mony? 

Senator Morgan. No ; the Secretary does not make it a part of his 
testimony. Mr. Cromwell makes it a part of his testimony. He 
brings it forward. 

Mr. Cromwell. It is a letter of the Secretary addressed to me. 

Senator Morgan. Yes. Mr. Cromwell brings it forward, and I 
ask him, in explanation 

Mr. Cromwell. But the letter is the same, no matter who brings it 
forward. 

Senator Hopkins. The way that question is put it is a clear ques- 
tion of characterizing the statement of Secretary Taft. The question 
itself is predicated upon an alleged statement of the Secretary, and 
then the witness is asked, in substance: Is that statement true or 
false? 

Senator Morgan. I have disclaimed any intention of that sort. 
There is no intention of that sort implied from my language. I am 
in the pursuit of a fact that the witness knows, and that Mr. Taft 
does not know, and has shown in his testimony that he does not know ; 
and I want the testimony of this witness as to whether or not he did 
negotiate that sale. 

Senator Hopkins. But, Senator, can you not get that in some other 
way, without bringing Secretary Taft in ? 

•Senator Morgan. I am not here for the purpose of molding my 
words to suit Secretary Taft or the Senator from Illinois. 

Senator Hopkins. Very well, then 

Senator Morgan. I am here for the purpose of putting my words 
in shape to extract from the witness statements of fact. 

Senator Hopkins. Well, I made my suggestion in the utmost good 
faith and friendship to the Senator from Alabama. If he resents 
that suggestion, I shall insist upon my objection, because one witness 
is not brought here for the purpose of characterizing statements of 
another. 

Senator Morgan. He is not brought here for that purpose. He 
brought himself here with this letter and put it before this committee, 
and I ask him, in explanation of it, as to whether Secretary Taft is 
correct in his opinion, or judgment, or whatever it may be, that he 
did actually negotiate the sale. 

Senator Hopkins. I will ask the stenographer to read the question 
again. 

(The stenographer repeated the pending question as follows:) 

" Senator Morgan. Mr. Taft says that you ' negotiated the sule 
of the property of the New Panama Canal Company to the Govern- 
ment.' Is that correct? " 

Senator Hopkins. Is that correct? Is that statement of Secre- 
tary Taft's correct? That is the question. 

Senator Morgan. Shall I put it " Is that true? " 

Senator Hopkins. Well, I can not put your questions for you. 

Senator Morgan. Or " Is not that a fact? " Did you negotiate the 
sale? I will put it in any form that will suit the delicate sensibili- 
ties of the Senator. I will put it in any form he thinks 

Senator Hopkins. The Senator's delicate sensibilities are not 
aroused, so far as he is concerned, on anything. All I want is that 
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if the examination proceeds it shall proceed in accordance with well- 
established rules of evidence. That is all I ask. I am not going to 
throw any obstacles in the way. 

Senator Kittredge. It seems to me that with the Senator's dis- 
claimer of reference to the Secretary there can not be any objection 
to the form of the question. 

Senator Hopkins. The disclaimer does not affect the question. If 
the Senator did not mean what his question imports, he should put 
a question that does express his meaning. You can not adhere to a 
question and say that you do not intend what your question im- 
ports. The only way to correct that is to withdraw the question and 
put one that does convey the proper meaning. 

Senator Kittredge. As I understand the purpose of the question, 
it is to ascertain the fact as to whether or not this witness did nego- 
tiate the sale of this property to the United States Government. 

Senator Morgan. That is all. That is the object of putting the 
question. Now, Mr. Cromwell, will you answer that question ? 

Senator Hopkins. I object to the question in that form, for the 
reasons assigned. 

The Chairman. The Chair, of course, is not a lawyer, but the Chair 
can not see any impropriety in the question and can not see why 
there should be any objection to the witness answering it. 

Senator Morgan. If that is the ruling of the committee, the wit- 
ness will answer the question. 

Mr. Cromwell. I think Secretary Taft uses the expression in a 
broad and general sense. I so interpreted it, for the facts are matter 
of record that the New Panama Canal Company made an offer on 
January 9-11 to the Isthmian Canal Commission to accept $40,000,000, 
the figure at which the property had been valued by the Isthmian 
Canal Commission. 

Senator Morgan. Do you propose to recall or modify the state- 
ment you made before this committee on your last examination in 
regard to this same subject in any respect? 

Mr. Cromwell. As to what feature, sir? 

Senator Morgan. As to the subject of the negotiations that you 
assisted in conducting in part and conducted entirely in part, as you 
have stated it, for the sale of this property to the United States ? 

Mr. Cromwell. The testimony does not so read. Senator. 

Senator. Morgan. Well, I will stand on the record about that. 

Mr. Cromwell. I am willing to stand there, too. 

Senator Morgan. Do you make any modification of your statement 
as the record shows it ? 

Mr. Cromwell. I do not care to make any modification. I merely 
make the statement that the record shows, and as the fact is, that 
professionally I assisted in the completion and consummation of the 
offer thus made. In all respects I acted in behalf of the New Pan- 
ama Canal Company and at no time and in no manner acted for or 
on behalf of the United States. 

Senator Morgan. You, then, do not find it necessary to make any 
change in any statement that is recorded as a part of your testimony 
on this subject? 

Mr. Cromwell. I have not refreshed my recollection by reading it, 
and I do not know, therefore, any occasion to change it. 
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Senator Morgan. Mr. Chairman, I will now introduce a letter from 
the Secretary of State, with accompanying documents, which I will 
read to the committee, with your permission. I had written three 
letters, and this is the answer to the third one, to the Department of 
State to get a record that the witness mentioned of a power of attor- 
ney, of a letter from the Panama Canal Company to the Government — 
I forget how it was addressed, whether to Mr. Hay, to the President, 
or to whom ; and in reply, on May 2, 1906, Mr. Root says : 

" My Dear Senator: Your letter of April 14, 24, and May 1 have 
just been brought to my personal attention. They have not, how- 
ever, been neglected, for Mr. Bacon has been in telephonic communi- 
cation with your secretary on the subject, and is to-day sending the 
papers you desire, with the exception of three, which he finds were 
printed in Senate Document No. 34, Fifty-seventh Congress, second 
session. 

" With great respect and esteem, I am always, 
•" Faithfully, yours, 

• " Elihu Root. 

" Hon. John T. Morgan, 

''^United States Senate,^^ 



Department of State, 

Washing ton ^ May ^, 1906. 

Hon. John T. Morgan, 

United States Senate. 

Sir : Referring to the personal letter addressed to jou to-day by 
Secretary Root, I have the honer to transmit herewith the papers 
requested in your letter of the 14th ultimo, as listed below : 

Mr. Hutin to Mr. Hay, March 23, 1900. 

Note handed to Mr. Hay by Mr. Hutin on March 24, 1900. 

Extract from records of the minutes of the proceedings of the 
board of directors of the New Panama Canal Company, November 
21. 1903. 

Senate Document No. 34, Fifty-seventh Congress, second session. 
I have the honor to be, sir, your obedient servant, 

Robert Bacon, 
Acting Secretary. 
Inclosures as above. 

Senator Kittredge. What were those three documents ? 

Senator Morgan. They are here, in Document No. 34. 

Senator Hopkins. Are those documents that have already been 
printed and are before us? 

Senator Morgan. Some of the documents we have had before us 
and some, I think, we have not. I am not quite sure about that, for 
I have not examined it with reference to that [continuing reading! : 

"General bases with powers of consummation to Mr. Cromwell. 
New Panama Canal Company. Extract from the record of the 
minutes of the proceedings of the board of directors. Meeting of 
October 31, 1903. 
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"Left (at the Department) by Mr. William Nelson Cromwell 
November 21, 1903. 

"English translation. New Panama Canal Company. Joint 
stock company, capital 65 millions. Principal office: Kue Louis le 
Grand No. 7. 

"Extract from the record of the minutes of the proceedings of 
the board of directors. Meeting of October 31, 1903. 

"Present: Messrs. Bo, president; Monvoisin, vice-president; Ter- 
rier, vice-president; Georges Martin, secretary; Bourgois, director; 
Couvreux, director ; Forot, director ; Gueydan, director ; Eischmann, 
director ; Samper, delegate of the Colombian Government. 

" M. Gauton, liquidator of the Compagnie Universelle du Canal 
Interoceanique, was present at the meeting. 

4c 4e 4: 4: :!c :;: 4: 

" Mr. Cromwell, counsel of the company in the United States, has 
come to Paris to consider with the board of directors the measures 
which there may be occasion to take at this time on account of the 
delay of the ratification of the Hay-Herran treaty on the part of 
Colombia. He proposed to prepare a draft contract which should 
be submitted to the President of the United States, and which would 
involve the continuance of the arrangements in force. This draft 
has been examined by M. Waldeck-Rousseau, and its text has been 
fixed in the following terms : 

" ' General bases proposed by Mr. Cromwell for an understanding 
between the President of the United States and the new company 
with a view to reaching the performance of the existing contract of 
March 3, 1903. 

" ' Considering : 

" ' 1. The offer made by the new company, through President Bo, on 
January 9 and 11, 1902 ; 

" ' 2. The acceptance by the President of the United States, through 
Attorney-General Knox, on the date of February 17, 1903 ; 

" ' 3. The agreement and confirmation of the new company, through 
Mr. Cromwell, its general counsel in America, under date of March 
3, 1903 ; and 

" ' 4. The treaty of January 22, 1903 ; 

" ' It is recognized that since the said date of March 3, 1903, the 
Senate of the United States has duly ratified the said treaty, but that 
this treaty is still pending in Colombia, awaiting ratification or 
some other decision; and that by reason of the foregoing {and of 
various other important circumstances) it is mutually desirable that 
certain details of the existing contract should be now settled. 

" ' Consequently : 

" ' I. It is mutuall}^ recognized that the ratification of the said 
treaty, in the form in which it is now pending, at a date anterior to 
March 4, 1905, is by the parties accepted as being in conformity with 
the offer, the acceptance, and the confirmation above mentioned. 
This provision shall apply also to the conclusion of a treaty under 
another form or in any way which may he satisfactory to the United 
States^ and which maintains^ without modification, the provisions of 
articles 1 and 22 of the pending treaty. It is understood that in any 



liTVESTlGATlON OP* PANAMA CANAL MATTERS. 815^ 

case the term above mentioned may be prolonged by mutual consent 
of the parties, should occasion arise. ^~- 

" ' II. In the meantime the new company will continue the work 
of excavation of the canal in a manner in conformity with the plans 
adopted by the new company and by the Isthmian Canal Commission. 

" ' III. This work of excavation shall be carried on under the in- 
spection of a special commission, which shall be appointed by the 
President of the United States, to which commission the new com- 
pany shall grant the fullest liberty and facilities for inspection, 
examination, and information, in order that if the United States 
carry out the purchase they may be in a position to continue the work 
themselves without delay. 

" ' IV. The United States shall assume no obligation concerning 
this work of excavation and expenditure unless the proposed pur- 
chase be carried out by them, and in that case their obligation shall 
be only that provided in the following article. 

" ' V. In case of carrying out the proposed purchase all questions 
of every nature, as well as facts as of law relative to the claims of the 
new company for reimbursement for expenditures made by it after 
the work included in the estimate of the report of the Isthmian Canal 
Commission of November, 1901, shall he submitted to the judgment 
and -final decision of the President of tlie United States as sole 
arbiter? 

" This draft is unanimously adopted by the members present at the 
meeting. M. Gautron states that he also gives his approval. 

" Full powers are given to Mr. Cromwell to allow him to proceed 
with the President of the United States in the performance of this 
proposal. 

" The meeting adjourned at 4 o'clock. 

" Certified as agreeing with the record of the proceedings. 

" The president of the board of directors : 

" M. Bo. 

" The secretary-general : 

" Ed. M. Lampre." 



[Translation.] 

[New Company of the Panama Canal, 7 Rue Louis le Grand, Paris. Telegrrapliic address: 

. Panonovo.] 

Washington, D. C, March 23, 1900. 

Mr. Secretary of State : I should be very grateful if you would 
kindly do me the honor to grant me an audience on to-morrow, 
Marcn 24. 

Be pleased to accept, Mr. Secretary of State, the assurances of my 
liigh consideration and devoted sentiments, together with my an- 
ticipated thanks. 

M. HUTIN. 

Hon. John Hay, 

Secretary of State, Washington, I), C. 
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[New Company of the Panama Canal. Main office, 7 Rue Lonis le Grand, Paris.] 

Note handed to Mr. John Hay, Secretary of State of the United 

States, at Washington, March 24, 1900, 

The technical commission appointed by President McKinley, in 
pursuance of the resolution of Congress of March 3, 1899, and pre- 
sided over by Admiral Walker, will shortly be back in the United 
States, after examining on the spot the various routes suggested for 
the opening of a maritime way between the Atlantic and Pacific 
oceans. 

The Commission has gathered a large number of investigation 
documents that have been critically examined, probed, and completed 
by the personal observations of its members. It has now to draw up 
ite report and formulate its conclusion. * 

It must be confessed that whatever be the light in which it is ex- 
amined, whatever the point of view from which it is considered, the 
problem of the interoceanic canal is an extremely complex question. 
Its true solution can only be found by seeking it with an impartial 
mind and independent intellect. 

It is permissible, however, to say truthfully that the manifold ques- 
tions raised by the problem, in both the technical and economical 
order, have oiten been discussed under the influence of traditions 
«nd prejudices that progress and time have been so far unable to 
eradicate. 

It would not be proper, on the other hand, to lay any stress here on 
the action and importance of the private interests which have in dif- 
ferent quarters been involved in this considerable undertaking. We 
trust we may simply observe that they are worthy of consideration. 

By the natural preponderance of certain national rights and inter- 
ests the supremacy of international interests must necessarily be 
borne in mind if the realization and the future of so great a work are 
to be insured. 

Such are the general principles upon which the course followed by 
the new company of the Panama Canal was mapped out. In order to 
demonstrate this, it will be sufficient to recall the written and oral 
communications of the authorized representatives of the company to 
the President of the United States and to the Secretary of State in 
the months of November and December, 1898 ; the written statements 
handed to the Rivers and Harbors Committee of the House of Repre- 
sentatives and to the President of the United States on the 27th and 
28th of February, 1899, and, lastly, the replies made to Admiral 
Walker, president of the Isthmian Canal Commission, which are set 
forth in the stenographic report of the last two sittings held at Paris 
by the said Commission. 

In this convention two remarks will find their place here. 

The first relates to the crisis which broke out in January, 1900, in 
the management of the new company of the Panama Canal. It has 
been alleged, in the furtherance of certain interests, that the declara- 
tion made in the United States in 1898 and 1899 by the board of di- 
rectors of the company had not received the approval of a largo 
group of parties in interest. This is absolutely erroneous. The truth 
is that, for reasons which can not be usefully recited here, there arose 
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a conflict of powers. This conflict is now adjusted under conditions 
satisfactory to all parties. 

The second remark bears upon the incorporation, under date of 
September 27, 1899, of a society styled " Panama Canal Company of 
America," under the laws of the State of New Jersey. 

It is unnecessary for us to say that the new company of the Pan- 
ama Canal being, through its public declarations, in honor bound to 
reincorporate under certain conditions in accordance with the laws 
of any one of the States of the Union, will not fail, under any cir- 
cumstances, to discharge that obligation. 

But it is obviously important that the freedom of action not only 
of the new company, hut also that of the Govemnfient of the United 
States itself^ be reserved until such reincorporation shall be deemed 
expedient or becomes necessary. 

This is why we hasten to declare that the Panama Canal Company 
of America holds no contract and has no legal tie with the new com- 
pany of the Panama Canal. 

As we observed at the outset, the Commission presided over by 
Admiral Walker has completed the first part of its labors. 

We feel sure that it will concede that the new company of the Pan- 
ama Canal did all that was in its power to facilitate its work. 

We placed at its disposal, both at Paris and on the Isthmus, all the 
archives, all the documents that we had in our possession. We have 
laid before it as long and complete statements as its members may 
have desired of our technical plans as a whole, of our economical 
..xid statistical investigations, and, finally, of the general condition of 
our coinpany. 

We believe that our duty was thus fulfilled. We therefore venture 
respectfully to express our confidence that the Congress of the United 
States will not legislate and the Government will not come to a 
decision upon the question of the interoceanic canal until the report 
of the Commission shall have been filed. 

In conclusion, we still have to consider the new situation created 
by the signing of the convention of February 5, 1900, between the 
United States and Great Britain. 

The effect of article 1 of the said convention is to reserve the final 
form to be given to the solution of the financial questions connected 
with the execution of the interoceanic canal. * 

The new company of the Panama Canal will necessarily be called 
upon to look into these g[uestions at no very distant time. It will 
address such communications as may be appropriate on this point to 
the Government of the United States. 

M. HUTIN, 

President and General Director, 

Is that the paper that you delivered to the Secretary of State? 

Mr. Cromwell. I only delivered the first of the papers you have 
read. I did not deliver the others. The first of the papers, which 
you read and to which I now refer, are the resolutions of the board 
of directors of the New Panama Canal Company. The other letters 
and correspondence, to which you refer, I did not deliver, nor was I 
a party to it. 

Senator Morgan. Do you know who did deliver it? 

Mr. Cromwell. I do not ; no, sir. 
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Senator Morgan. Or when it was delivered ? 

Mr. Cromwell. No, sir. 

Senator Morgan. Was it delivered without consultation with you ? 

Mr. Cromwell. It was. 

Senator Morgan. And yet you were general counsel in the United 
States ? 

Mr. Cromwell. I was. 

Senator Morgan. You speak of the translation of the letter of 
Monsieur Hutin ? 

Mr. Cromwell. I was speaking of the resolution, Senator, and I 
was also saying that the letter signed " M. Hutin, president and 
general manager," was written by himself and, I presume, delivered 
at his instance. 

Senator Morgan. How do you know it was written by himself ? 

Mr. Cromwell. I presume so from his signature. 

Senator Morgan. You do not know ? 

Mr. Cromwell. I do not ; no, sir. 

Senator Morgan. Is that the communication referred to in your 
. letter to Mr. Hay, in which you stated that Mr. Bonnardel or M. 
Hutin, or both, had been delayed on the ocean in consequence of un- 
favorable weather, and that they would arrive, and that you would go 
with them to Washington to confer with him about this subject? 

Mr. Cromwell. I do not recollect dates so accurately as that, Sen- 
ator. Refresh my recollection, please, by referring me to the letter 
to which you now allude. 

Senator Morgan. Well, it is here in the record. 

Mr. Cromwell. Let us find it, then. 

Senator Morgan. You have read it many a time. It has been pub- 
lished four or five times in Senate documents. You remember the 
letter that you wrote to Mr. Hay, about which I inquired, and which 
you refused to answer certain questions about. 

Mr. Cromwell. What was the date of that letter. Senator ? 

Senator Morgan. The date of that letter is December 5, 1898. 

Mr. Cromwell. How could it possibly have any connection with a 
letter written in 1903 ? 

Senator JVIorgan. I did not say it had any connection with that 
letter. If you thought I did, the question has been misunderstood. 

(By request, the stenographer read the question referred to, as 
follows:) 

" Senator Morgan. Is that the communication referred to in your 
letter to Mr. Hay in which you stated that Mr. Bonnardel or Mr. 
Hutin, or both, had been delayed on the ocean in consequence of un- 
favorable weather, and that they would arrive, and that you would go 
with them to confer with him about this subject? " 

Mr. Cromwell. As you have now furnished me the date of the 
letter as being in 1898, it is self-evident that it could not refer to the 
communications that you have to-day submitted, bearing date in 
1903, five years later. 

Senator Morgan. It related to some other letter, then, and not to 
j that. You were not the counsel of this company in 1903 — ^the Pan- 

i ama Canal Company? 

\ Mr. Cromwell. I was. 

1: Senator Morgan. In 1903 ? 
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Mr. Cromwell. Yes, sir. 

Senator Morgan. When did you first become its counsel? 

Mr. Cromwell. In 1896, as I have testified, Senator, several times. 

Senator Morgan. In 1896 you first became its counsel ? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. And you delivered this paper to Secretary Hay 
at the request of whom ? 

Mr. Cromwell. For the sake of clarity, please identify the paper. 
I think you refer to the resolutions, do you not, sir ? 

Senator Morgan. I refer to the paper which you said you delivered 
to him. What was that? 

Mr. Cromavell. That was the series of resolutions of the New 
Panama Canal Company. 

Senator Morgan. Is this the series of resolutions that you refer to? 
[Exhibiting paper to the witness.] 

Mr. Cromwell. It is. The paper entitled, " General bases, with 
powers of consummation," and signed by the president of the board 
of directors, M. Bo, being an extract of the record of the board of 
directors of the New Panama Canal Company at its meeting held 
October 31, 1903. 

Senator Morgan. The other letter in this package that the Secre- 
tary of State has sent to me was dated March 23, 1900, from Monsieur 
Hutin, addressed to Hon. John Hay, Secretary of State, and the 
inclosure is marked " Note handed to Mr. John Hay, Secretary of 
State of the United States, at Washington, March 24, 1900." You say 
that you had no connection with the delivery of either of those 
papers ? 

Mr. Cromwell. I did not, sir. 

Senator Morgan. But you did deliver this one? 

Mr. Cromwell. I delivered the resolutions ; yes, sir ; in 1903. The 
two papers you refer to are separated by three years in point of time, 
or three years arid a half. 

Senator Morgan. State the conversation that took place between 
you and Secretary Hay at the time that you delivered that paper to 
him. 

Mr. Cromwell. Oh, I have no recollection of that, except that I 
filed with him the power which I brought from Paris, i have no 
recollection of the interview, except the mere fact that I filed the 
paper with him. 

Senator Morgan. You speak of a power that you brought from 
Paris ? 

Mr. Cromwell. This power. 

Senator Morgan. This power ? 

Mr. Cromwell. The power conveyed by that resolution. 

Senator Morgan. You had been to !raris, and this power was 
handed to you, I suppose, and you came back here and delivered it to 
Mr. Hay ? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. Did you make any explanation or statement to 
him at that time? 

Mr. Cromwell. I do not recollect, Senator. 

Senator Morgan. You have no recollection of anything that oc- 
curred between you and him ? 
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Mr. Cromwell. No, sir. 

Senator Morgan. Did you just hand the paper to him and bow 
yourself out ? 

Mr. Cromwell. I do not recollect. I had many interviews with 
Mr. Hay, and this is but an incident of a thousand transactions. I 
have no recollection of interviews. 

Senator Morgan. In regard to this particular transaction, have you 
had many interviews with him ? 

Mr. Cromwell. I have had several. 

Senator Morgan. Do you recollect what you said to him on any of 
those occasions? 

I Mr. Cromwell. I do not identify any particular topic, and I do 
not, therefore, identify the conversation. 

I Senator Morgan. You then swear that you have no recollection, if I 
understand you, of the substance even of the conversations you had 
with Mr. Hay at the time you delivered this paper, or at the various 
other conferences you had with him on this subject? 
f Mr. Cromwell. I do not identify conversations, Senator, without 
some topic to bring them to my memory. 

Senator Morgan. The topic is the proposition to transfer the prop- 
erty of the Panama Canal Company to the United States in some 
form, either through a syndicate or a corporation, or by a sale or in 
some form. 

f Mr. Cromwell. That was not the proposition of the resolutions 
that you have read. 

Senator Morgan. What was the proposition that you submitted to 
Mr. Hay ? **«"' -«^— *- 

Mr. Cromwell. As embodied in that resolution only. 

Senator Morgan. Only that? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. Was this proposition in any form accepted either 
by the President of the United States or by Mr. Hay ? 

Mr. Cromwell. The resolutions to which you refer empowered me, 
as they state, to agree with the President or the United States upon 
his appointment as sole arbitrator in respect of the account for re- 
imbursement to the New Panama Canal Company for the construe^ 
tion work which it had carried on from the time of the estimate of 
the Isthmian Canal Commission and was then carrying on and did 
carry on down to the hour of the sale, to th^ amount, of $2^000,000 
actually expended and certified to. It was pursuant to those resolu- 
tions. Senator, that the arbitration agreement embodied in my letter 
to the Attorney-General of March 9, 1904, and the official acceptance 
of the same by the Attorney-General, acting through Messrs. Day and 
Eussell, at Paris, April 16, 1904, was established. 

Senator Morgan. Did either the President or Mr. Hay agree to any 
other of the terms and stipulations contained in what you call these 
resolutions ? 

Mr. Cromwell. May I refresh my recollection ? 

Senator Morgan. Yes [handing papers to the witness]. 

Mr. Cromwell. Yes, sir. In effect the New Panama Canal Com- 
pany accepted the ratification of the treaty between the United 
States and Panama as compliance with the formal acceptance of the 
President, which had been made subject to ratification of the then 
pending Hay-Herran treaty. It was because of the delay in the rati- 
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fication of the Hay-Herran treaty, and the consequent necessity of 
deferring consummation of the transaction that these resolutions were 
given to me for the purpose of making with the President the 
requisite arrangements upon these points. 

Senator Morgan. Did you have any authority from the Govern- 
ment of Colombia for making that proposition to the President of 
the United States ? 

Mr. Cromwell. Not the remotest. I had no connection with the 
Government of Colombia. 

Senator Morgan. You were, then, dealing with the property of 
the Government of Colombia and its rights without ever having con- 
sulted it? 

Mr. Cromwell. I was not dealing with the property of the Gov- 
ernment of Colombia nor with its rights. 

Senator Morgan. With what? 

Mr. Cromwell. They were the property of the New Panama Canal 
Company and its rights, which were the subject of transfer. 

Senator Morgan. Did not the Government of Colombia have re- 
versionary rights under the concessions? ^ 

Mr. Cromwell. It did at that time, and that is the reason the Hay- 
Herran treaty was negotiated, by which, if they ratified the treaty, 
they would have surrendered those rights. 

Senator Morgan. In that treaty, then, Colombia did agree to sur- 
render her rights ? 

Mr. Cromwell. She did. 

Senator Morgan. And you assisted in that negotiation? 

Mr. Cromwell. I did. I will not say negotiation, but in that 
topic; yes. 

Senator. Morgan. Well, the negotiation. Were you actively 
assistant in the negotiation of the Hay-Herran treaty? 

Mr. Cromwell. I was. 

Senator Morgan. Had you been actively assistant in the previous 
negotiation of the Concha and Hay treaty ? 

Mr. Cromwell. I was ; both of which embodied the requisite con- 
sent of Colombia to the transfer. That was my motive and purpose 
in my participation. ' 

Senator Morgan. Had you been, previously to that, actively en- 
gaged in getting the consent of Colombia to go into this arrange- 
ment? 

Mr. Cromwell. Through its successive ministers here, I had — 
Minister Silva, Minister Concha, and Minister Herran. 

Senator Morgan. Did you have any correspondence with Colom- 
bia through diplomatic agents or attorneys or any other persons on 
the subject of their agreeing to the disposal of the rights under the 
concessions to the United States that are mentioned in this paper ? 

Mr. Cromwell. No, sir. 

Senator Morgan. You had had no such ? 

Mr. Cromwell. None whatever, Senator. My duties were solely 
with their successive ministers here in Washington, to endeavor to 
secure their consent to the transfer of the concession from the New 
Panama Canal Company to the United States. 

Senator Morgan. Did the Colombian ministers Concha and Herran 
or Silva, any of them, invite your assistance as a negotiator with the 
United States in these matters ? 

p c— VOL 4—07 13 
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Mr. Cromwell. My part in the affair was in representation of ttie 
New Panama Canal Company, to endeavor to secure their consent, a 
requisite feature of the transier. In that work I succeeded. 

Senator Morgan. Did they invite you to participate? Did any 
of these ministers invite you to participate in the negotiations with 
the United States Government? 

Mr. Cromwell. My position was not one of invitation. I needed 
none. I represented a party. 

Senator Morgan. Did they invite you? 

Mr. Cromwell. No, sir. There was no occasion to. The New 
Panama Canal Company was a third party to the transaction. 

Senator Morgan. It was a third party to the transaction ? Was it 
a party to the negotiation ? 

Mr. Cromwell. It was a party to any transaction. 

Senator Morgan. Well, the negotiation was a part of the trans- 
action, was it not? 

Mr. Cromwell. You will have to characterize it in your own way, 
Senator. I have stated the fact. 

Senator Morgan. I will ask you directly: Was the negotiation a 
part of the transaction of this business? 

Mr. Cromwell. The procurement of the consent of Colombia was 
a necessary feature of any transaction between the United States and 
the New Panama Canal Company, and any consummation that was 
offered; and for that reason I addressed myself to it with proper 
attentiveness, and succeeded in procuring the consent of both Minis- 
ter Concha and Minister Herran, as embodied in the two draft 
treaties, signed by both, which have been presented to the Senate in 
one form or another. 

Senator Morgan. Yes. They are in the record here, and I propose 
to examine you about those treaties when we get down to that branch 
of the subject. As a^ predicate for all of this work that you were 
doing here as a negotiator and as representing a third party in a 
diplomatic affair, which was only a private corporation, it was neces- 
sary first of all, was it not, to obtain a prolongation of the concession 
of Colombia from 1904 to 1910 made to the Panama Canal Company ? 

Mr. CromweLl. I think that had been granted. Senator. 

Senator Morgan. But it was a necessary predicate? 

Mr. Cromwell. Let us get the dates. I do not assent to the form 
of your previous question. 

Senator Morgan. I am not asking you to assent to it. 

Mr. Cromwell. I do not adopt the form of the question, nor ac- 
cede to the statement contained in your last two or three questions. 

Senator Morgan. Did you have anything to do whatever about ob- 
taining the prolongation of that concession from 1904 to 1910? 

Mr. Cromwell. If I did, it was in my relations to the canal com- 
pany as their counsel, and is privileged. 

Senator Morgan. And is privileged ? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. And you refuse to answer the question? 

Mr. Cromwell. For that reason. Senator, I do. I will state to the 
committee that I have entire respect for its procedure, and I have no 
wish to indicate that my refusal is of an arbitrary or imreasonable 
character. 
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Senator Morgan. You need make no apologies to me about answer- 
ing questions. You may answer or refuse to answer, as you think 
best. 

Mr. Cromwell. There is a principle involved, and I want the com- 
mittee to understand, when I make that refusal, that it is not with 
disrespect to the committee or to the Senate. There is a principle 
involved. 

Senator Morgan. I object to putting this explanation on the record. 
It is not in reply to anything that I have asked, and I ask that it be 
stricken out. 

Senator Dryden. I think the witness has a right to make his ex- 
planation. 

Senator Morgan. He has no right to do it unless it is in reply to 
some question. I have not asked him any question 

Senator Dryden. This is a statement that the witness is making to 
the committee. 

Senator Morgan. That may be ; and if he is going' to take the ex- 
amination out of my hands, and the committee wants him to do it, 
let him go ahead. 

Senator Dryden. I assume that the committee has a right to hear 
the statement that the witness wishes to address to the conmiittee as 
a committee. 

Senator Morgan. I shall not object to that, if Mr. Cromwell takes 
the floor and wants to make a statement to this committee. I shall 
not object to that, but I object to it as a reply to my question. It is 
not a reply to any question that I have asked. 

You knew, Mr. Cromwell, that the success of the Panama Canal 
Company in complying with their promise to complete that canal 
depended upon getting a prolongation of the concessions from Co- 
lombia ? 

Mr. Cromwell. I respectfully decline to state, for the same reason, 
Senator. The affairs or my client are of no concern whatever to this 
inquiry, nor the attitude in which it would have been placed at that 
time, or anything concerning its conduct at that time. 

Senator Morgan. You knew, outside of your relations to the 
Panama Canal Company, or in some way, that the success of that 
company depended upon obtaining a prolongation of that concession ? 

Mr. Cromwell. I do not know such to be the fact. 

Senator Morgan. You did not know it ? 

Mr. Cromwell. I do not know such to be the fact. 

Senator Morgan. I will now read from the minutes of the railroad 
company. [Reading :] 

" Minutes of a meeting of the executive and finance committee of 
the Panama Railroad Company, held at the office. No. 29 Broadway, 
New York City, on Friday, May 6, 1898, at 3 p. m. 

" Transfer to Panama Railroad Company of lands at Panama and 
La Boca belonging to the New Panama Canal Company. Mr. Wha- 
ley and Mr. Cromwell reported their . recent conference with the 
director-general of the canal company on this subject. Upon motion, 
duly seconded, it was unanimously 

" Resolved^ That this company enter into a contract with the New 
Panama Canal Company whereby the canal company will sell and 
convey to this corporation such lands at the La Boca terminal as 
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the canal company has heretofore acquired through purchase, and 
also, but subject to the terms and provisions of the canal company, to 
grant to this corporation the use of such lands, at such terminals as 
are covered by its concession, for the total sum of $20,000, payable 
in installments of $2,000 per annum; with the proviso that in the 
event that the canal company's concessions should not be extended 
beyond 1904, then the total consideration price be reduced to $14,000. 
Also, that a full, adequate grant to this company of the use of the 
La Boca Branch Railroad be executed and exchanged between the canal 
company and this corporation, pursuant to the provisions of the con- 
tract of February 12, 1897, and subject to the terms and provisions 
of the concession of the canal company. 

" Further resolved^ That general counsel is hereby directed to pre- 
pare the documents covering the foregoing subjects, for submission 
to the canal company as the other party thereto, and that upon agree- 
ment upon the same the executive officers of this company be, and 
are hereby, authorized to execute the same." 

So at that time, when you were present at the meeting of the 
executive committee, you did know that the canal company was 
trying to get an extension from 1904 to 1910 of the concessions, and 
that it was a matter of extreme doubt as to whether they would get 
it; and you also knew, and predicated this contract upon it, that 
these privileges that you were instructed to buy from the Panama 
Canal Company would be paid $20,000 for, with a proviso that in 
the event that the canal company concessions should not be extended 
beyond 1904 then that the total consideration price be reduced to 
$14,000. You knew all that? 

Mr. Cromwell. I did not know it in the way you have stated it. 
You have not stated it correctly. 

Senator Morgan. I read it from the minutes. I took it from the 
minutes, and I object to any statement of it except what is on the 
minutes. 

Mr. Cromwell. You have not stated it correctly. 

Senator Morgan. Very good. 

Mr. Cromwell. The minutes you have read, compared with the 
stenographic notes of what you have^ said, will not agree; but this 
is the fact. Senator, and it is very simply said 

Senator Morgan. I have no objection to your making any explana- 
tion you want to make of any transaction you are willing to enter 
inta My objection to your testimony is that you will not tell what 
you know about things you do not choose to talk about. 

Mr. Cromwell. I knew, and everybody knew who had any inter- 
est whatever in the subject, that the concession of the Panama Canal 
Company expired by its limitation in 1904, although there were 
very substantial rights that might even survive its termination. It 
was also known that the company was seeking a prolongation of that 
concession up to 1910. 

Now, the transaction which you have quoted from the minutes of 
May 6, 1898, records the businesslike transaction by which the rail- 
way company acquired from the canal company certain property 
covered by the canal concession for the agreed sum of $20,000; but, 
with proper business caution, the board of directors took into 
consideration the possibility, perhaps the bare possibility, of the 
canal concession not being prolonged, in which event the lands which 
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were to be thus acquired, and which were themselves subject to the 
canal concession, would be to the railroad company of less value if 
the concession should terminate at an earlier period, and therefore 
they very cautiously and properly provided that in that event the 
consideration price should be reduced from $20,000 to $14,000. That 
transaction is as plain as a pikestaff; but, with great respect, Sena- 
tor, it does not sustain the question which you addressed to me, which 
I will ask the stenographer to read. 

^The stenographer read as follows:) 

" Senator Morgan. You Imew outside of your relations to the 
Panama Canal Company, or in some way, that the success of. that 
company depended upon obtaining a prolongation of that conces- 
sion ? " 

Mr. Cromwell (continuing). I say that the resolution you have 
read has no relation whatever to the question you addressed to me and 
no support or bearing to it. The affairs and interests of the New 
Panama Canal Company had a thousand other conditions and re- 
sources. The little item of property to which you refer has not the 
slightest bearing upon its ability to complete the canal. 

Senator Morgan. That last remark, Mr. Witness, is your commen- 
tary upon the situation and is not in answer to any question at all 
that I am aware of having propounded to you. You say it has no 
relevancy at all to the matter in hand, to the question whether you 
loiew and whether it was a fact that this bargain was going on, or if 
the effort was going on to try to get the prolongation or extension of 
the concession, and that if it did not succeed in it it would reduce the 
value of what you were trying to buy from the New Panama Canal 
Company from $20,000 to $14,000. 

Mr. Cromwell. It would, and obviously would. 

Senator Morgan. Now, if you will just explain how obviously it 
would I shall be obliged. 

Mr. Cromwell. Because, sir, if the prolongation were made, then 
the railroad company would have a longer period of use of the land 
m question, and if the prolongation were not made it would have a 
shorter term ; and the difference regulated the consideration. 

Senator Morgan. Why would it have a shorter term if the pro- 
longation was not made ? 

Mr. Cromwell. Because the concession would terminate, and if the 
concession terminated the lands which were the subject of these reso- 
lutions might revert to Colombia under the terms of the concession. 

Senator Morgan. You proposed on that occasion and in that reso- 
lution to buy all of the interests of the canal company in the La 
Boca terminals ? 

Mr. Cromwell. Not at all. 

Senator Morgan. What were you proposing to buy ? 

Mr. Cromwell. The resolution does not so state. 

Senator Morgan. What were you proposing to buy? Explain it. 

Mr. Cromwell. Let the resolutions explain themselves. Senator. 
I have no memory of it. The La Boca terminals. Senator, referred 
to in the previous testimony here, represent an immense terminal 
affair, disconnected, in part, from the land. The chief item in that 
subject was the construction of a tremendous iron pier, a thousand feet 
long, I think — I will get the figures for you if you wish — and, indeed, 
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the finest pier on the South American Continent. That was the main 
feature of the La Boca terminals. The lands, Senator, referred to in 
this resolution are but a small affair, touching the shore. I do not 
know precisely where they are located. I have no distinct memory 
about the transaction ; but that is the substance of it. 

Senator Morgan. Well, the La Boca terminal, with the long pier 
that you spoke of and the ditch that they dug from that pier down 
to Naos Island, so as to admit large-sized steamers up to the pier, 
was the main feature of the transaction ? 

Mr. Cromwell. That was the main feature of the La Boca trans- 
action ; yes, sir. 

Senator Morgan. You had already bought that from the canal 
company ? 

Mr. Cromwell. I do not recollect when, Senator. 

Senator Morgan. You were then at work on it? 

Mr. Cromwell. That was eight years ago. I can refresh my recol- 
lection, if you think it is important, and will do so with great 
pleasure. 

Senator JCIorgan. And this land you speak of was some parcels or 
scraps of land that lay around in that neighborhood ? 

Mr. Cromwell. Lands in that neighborhood; but I can not de- 
scribe the lands. I can not describe their condition. 

Senator Morgan. They were sufficient in quantity to be esteemed as 
being worth $20,000 ? 

Mr. Cromwell. Yes, sir ; they were in one contingency, and $14,000 
in another contingency. 

Senator Morgan. You had not as yet obtained those lands from the 
canal company? 

Mr. Cromwell. I do not know. Senator, anything about the trans- 
actions from memory save that which is recorded in the minutes. 

Senator Morgan. I want to refresh your memory about it. 

Mr. Cromwell. If it is important, I can have the officers of the 
company 

Senator Morgan. It is an important connecting link in a chain of 
evidence that I want to establish. 

Mr. Cromwell. I shall be happy to furnish any data within my 
power, and a description of the lands, and particulars of the lands, 
if you would like it. 

Senator Morgan. At the time your railroad company was nego- 
tiating with the canal company to get these parcels of land that lay 
around and about the La Boca pier this question of the prolongation 
of the concession from 1904 to 1910 had not been settled; it was in 
doubt? 

Mr. Cromwell. I think not, sir. 

Senator Morgan. You think it had been settled ? 

Mr. Cromwell. I think not. 

Senator Morgan. You think it had not been settled ? 

Mr. Cromwell. I think it had not been settled. 

Senator Morgan. It wa s still in doubt ? 

Mr. Cromwell. It had not been made. 

Senator Morgan. You may recall — the record shows it — ^that San 
Clemente signed that prolongation of the concession as President of 
Colombia in April, 1900. 

Mr. Cromwell. Yes, sir. 
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Senator Morgan. And this was dated 

Mr. Cromwell. May, 1898. 

Senator Morgan. This proceeding? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. It was at a time, then, contemporaneous with 
the letters that you wrote Mr. Hay, practically contemporaneous with 
that correspondence, December 5, 1898? 

Mr. Cromwell. What was the date of that correspondence, Sen- 
ator? 

Senator Morgan. The first letter we have in the evidence is De- 
cember 5, 1898. 

Mr. Cromwell. The minutes to which you refer are of May, 1898 ; 
so that they do not seem to have any relation to each other. 

Senator Morgan. WeD, in May, 1898, then. 

Mr. Cromwell. The letters to which you refer were six months 
after. 

Senator Morgan. And even as far back as May, 1898, this question 
of obtaining the prolongation of this concession from 1904 to 1910 
was a matter of doubt? 

Mr. Cromwell. I do not say it was a matter of doubt. I say it was 
under consideration. 

Senator Morgan. Well, you seem to have made it so much a matter 
of doubt that you reduced the price of the property from $20,000 to 
$14,000 in the event that it did not succeed. 

Mr. Cromwell. We did not reduce the price, but provided for the 
contingency. 

Senator Morgan. That is, the contingency reduced the price? 

Mr. Cromwell. The contingency was provided for as a matter of 
proper business caution. 

Senator Morgan. And proper business caution in that case was 
predicated upon the railroad company's knowledge of the fact that 
it was doubtiul whether that prolongation could be obtained ? 

Mr. Cromwell. I do not agree to the word " doubtful." It was 
predicated upon the fact that it had not yet been extended. 

Senator Morgan. And that it was uncertain? 

Mr. Cromwell. I do not say it was uncertain. 

Senator Morgan. If it was not doubtful or uncertain, why was the 
difference between $20,000 and $14,000 put in there ? 

Mr. Cromwell. Because, like good business men, the directors pro- 
vided for the possibilities. 

Senator Morgan. You were forseeing things? 

Mr. Cromwell. That is the duty ot a skillful director, to forsee 
contingent dangers. You would have criticised them, I suppose, if 
they had not done so. 

Senator Morgan. I am not criticising anvbody, but I am trying to 
set at the facts in this case. That is all that I am trying to do. I 
mink ^ou had a perfect ri^ht to make such a transaction as that, 
but it is our right to know the facts upon which it was predicated. 

Mr. Cromwell. I am happy to furnish them all to you. Senator. 

Senator Morgan. I want to put these papers in evidence, Mr. 
Chairman. They are the statements made by Mr. Drake and sent 
to you in reply to a letter that I addressed to you asking for infor- 
mation. 

The Chairman. Are they the papers that I handed to you ? 
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Senator Morgan. Yes. The same ones. 

The Chairman. Very well. 

Senator Morgan. I want to put these papers in evidence, and I 
want to ask Mr. Cromwell one or two questions upon them before 
we close the examination this morning. 

In the statement submitted by Mr. Drake, assistant to the presi- 
dent of the Panama Bailroad Company at this time, he mentions a 
payment to Mr. X. Boyard, special affent, in compensation for his 
■ services and expenses in connection with his trip to Bogota to obtain 

i the acceptance by the Colombian Government of the company's works 

at La Boca as a compliance with conditions of article 4 of the con- 
I tract of concession, namely, services, March 18, 1897, $4,000; Novem- 

ber 12, 1897, $800 ; December 14, 1897, $5,200, making $10,000. Then 
his disbursements, $1,215.97, making a total of $11,215,97. Then 
j there are payments to J. A. Arango, special agent, for services and 

expenses to, at, and from Bogota, respecting acceptance of La Boca 
extension, the details of which I will not read, amounting to $64,- 
200.39. Then payments to Messrs. Gutierrez & Escobar, attorneys, 
etc., amounting to $26,069.22, and an additional sum in November, 
1903, amounting to $2,434.93, and up to January 6, 1904, $1,000. 
Then a payment to Mr. A. Mancini, diplomatic agent, salary $1,200 
a year, from January 20, 1902, and expenses for cable for the year 
1902, $900; 1903, $1,210; quarter ending January 20, 1904, $400; 
in all, payments to Mr. Mancini, $2,510. 

Those are expenses for counsel fees in Colombia, so this memoran- 
dum seems to indicate, and for diplomatic services in connection with 
the Colombian Government by the railroad company that covers this 
period of which we have been speaking, in which the executive 
committee of the railroad company passed this resolution in regard 
to the purchase of these parcels of land connected with the La Boca 
terminal. 

What was the object in keeping this heavily paid diplomatic force 
in Colombia during the period that I have referred to ? 

Mr. Cromwell. By the terms of the railroad concession — I think 

article 13 of them, speaking from memory — ^it was provided that 

the railroad company was obligated to extend its railroad out to 

deep water in the Bay of Panama. That was a requirement of the 

! railroad concession. For a fixed period it obtained suspension of the 

enforcement of that provision by paying annually to the Government 

of Colombia $10,000. When it was decided to establish the La Boca 

pier and terminal, the company claimed that the extension of the 

! pier and the construction or a channel out to the islands would f ul- 

! fill the provision of article 13, to which I have alluded, and would 

I be the extension to deep water which was required hj the concession. 

Up to this time you may know. Senator, that all freight and passen- 
■ gers on the Pacific side were required to be transported from th6 ship 

to the shore in lighters, as it was impossible to approach the shore 
under the conditions of the harbor. The traffic or the Isthmus had 
undergone this impediment for half a century. It was the broad 
purpose of the company to overcome this dimcult37^ of nature and 
establish a pier and channel out to the islands, where there was deep 
water. This was done and the important undertaking accomplishea, 
which resulted in the expenditure of over $2,000,000. Now, when the 
pier was publicly opened for traffic, the Colombian authorities dis- 
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puted the right of the companjr to utilize this facility without some 
special agreement with Colombia, disputing that such a constructon 
was a real extension to deep water in the Bay of Panama. 

Senator Morgan. Who opened that channel ? 

Mr. Cromwell. The channel was constructed hj the New Panama 
Canal Company under the contract of construction which has been 
already referred to, by which they agreed to construct, at cost, with- 
out profit to themselves, this channel. 

Senator Morgan. Agreed with whom ? 

Mr. Cromwell. With the railroad company, under formal con- 
tract. 

Senator Morgan. That was a part of the canal? 

Mr. Cromwell. No, sir; a part of the railroad construction, be- 
cause without it the railroad could not get to deep water ; and under 
this the canal company constructed 

Senator Morgan. Well, it was a channel through which the ships 
would come up from Naos Island to the shore? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. It was a part of the ship channel, then, that was 
being constructed in conformity with the concessions of the Panama 
Canal Company? 

Mr. Cromwell. It was a necessary part of the railroad? 

Senator Morgan. And of the canal company ? 

Mr. Cromwell. No; that is not correct, for it was owned by the 
railroad company. The channel was owned by the railroad com- 
pany. It was constructed, paid for, and owned by the railroad com- 
pany. 

Senator Morgan. The Panama Canal Company, under its conces- 
sion, went into the Bay of Panama and dredged a channel for ships 
to the depth of about how many feet — 38 to 40 ? 

Mr. Cromwell. I do not know. Senator. 

Senator Morgan. Well, deep enough for the largest ships that 
came in there, and of sufficient width up to La Boca — ^that is, to the 
coast — and that was about 3 miles long, or a little over. Did the 
Panama Canal Company ever dredge or attempt to dredge any chan- 
nel out to the island of Naos but that? 

Mr. Cromwell. I do not know any of the practical features of it. 
I know that under the contract with the railroad company it was 
provided that the canal company should construct the pier and do 
certain distinct dredging of a basin contiguous to the La Boca ter- 
minal. I am speaking now from memory, but that is the substance 
of it. The contract is on record in the minute books of the com- 
pany here before the committee, and can be read to make more defi- 
nite my statement. 

Senator Morgan. This channel was dredged under the charter of y 
the canal company ? 

Mr, Cromwell. No, sir ; the dredging to which I have referred, or 
the dredging of the channel part to which I have referred, relates 
solely to so much as was done under the contract between the New 
Panama Canal Company and the railroad company, and which is 
specifically specified m that instrument, to which I beg leave to refer. 

Seantor Morgan. And then the railroad company paid for all of 
that channel ? 
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Mr. Cromwell. No, sir; the railroad company paid for only so 
much as was covered by that particular contract. 

Senator Morgan. And the canal company paid for the balance? 

Mr. Cromwell. I do not know anything aoout the balance. I am 
referring to the contract. 

Senator Morgan. You say " No, sir," that the railroad company 
paid for only that particular part that was covered by their contract. 
Who paid for the balance of it ? 

Mr. Cromwell. I know nothing of the balance nor the considera- 
tion of the balance. 

Senator Morgan. Well, that channel is there to-day, and it is the 
method of access to steamers to come up to that La Boca pier, to- 
gether with the basin dug around it, in which a ship can be moored 
off or can be turned around ? 

Mr. Cromwell. Yes, sir. That channel, I think, was constructed 
by the canal company itself, out of its own resources, before this 
contract was made. That is my general memory of it. 

Senator Morgan. At that time the Panama Canal Company 
owned all of the stock in the railroad company, and all of the prop- 
erty of the railroad company represented oy the stock except about 
1,100 and a few odd shares? 

Mr. Cromwell. At that time it owned the specific number of shares 
that has been specified here ; and that was its only ownership, such as 
represented by shares of stock. 

Senator Morgan. You are speaking technically, now. The own- 
ership of such a majority as that, of 

Mr. Cromwell. Sixty-eight thousand five hundred and thirty-four 
shares. 

Senator Morgan. Ninety -nine per cent, or about that; the owner- 
ship of such a majority of the stock as that of course carried with 
^ it the ownership of everything else, if the stockholders chose to appro- 
priate it? 

Mr. Cromwell. No, sir ; I respectfully dissent from that. 

Senator Morgan. We will not discuss any technicality of law in 
that connection. I want to get at the main facts. 

Mr. Cromwell. If you want to get the main facts you must keep 
to the law, because that is a fact. 

Senator Morgan. The Panama Canal Company was the main 
owner of whatever belonged to the railroad company? 

Mr. Cromwell. It was the owner of that number of shares of stock. 
That was the only ownership it had in the railroad company. 

Senator Morgan. Well, I do not think any sensible man in the 
world will fail to understand what we both mean. 

Mr. Cromwell. I think they will, sir, because you want some other 
meaning to be incorporated in my answer than that which is the cor- 
rect one, to wit: The answer is that the Panama Canal Company 
owned 68,634 shares in the Panama Railroad Company, and that was 
its only legal relation to that corporation. Of course that consti- 
j tuted a majority, and would enable them to elect a hoard of directors, 
J but beyond that it did not control the corporation. 

Senator Morgan. And it was to all intents and purposes the owner 
of the great body of the property of the railroad company? 

Mr. Cromwell. I do not accept that statement. Senator. 
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Senator Morgan. I do not ask you to accept it. I am stating it. 

Mr. Cromwell. I know the legal consequences, and you do. 

Senator Morgan. I am stating it for myself, and not entering into 
any discussion about it at all. 

Whatever work was done there in the opening of this channel up 
to La Boca pier, and in building the La Boca pier, was the property 
of the railroad companv and the property of the canal company to v 
the extent of the stock that they owned in it? 

Mr. Cromwell. It was the property of the railroad company, and 
was not the property of the canal company. 

Senator Morgan. Well, call it by some name that will satisfy you, 
practically, in presenting the true situation. It was the real pro- 
prietor or all that belonged to that railroad company there, and was, 
therefore, the proprietor of the La Boca pier and also of the La Boca 
channel, leading out to the island of Naos ? 

Mr. Cromwell. You are mistaken, Senator. I repeat again that 
the New Panama Canal Company owned 68,534 shares of stock in the 
Panama Railroad Company, and that is all the ownership in the ^ 
Panama Railroad Company that it had. One may make any mathe- 
matical deductions from that statement that he pleases. 

Senator Morgan. I am trying to get at the substantial fact, and 
that the railroad company, in building that pier and in dig^ng that 
ditch was working for its own interest. 

Mr. Cromwell. You may draw your own deductions, Senator. 

Senator Morgan. I have drawn them that way, and I do not intend 
to draw them in any other way in reason and common sense. 

Mr. Cromwell. I have no objection to your drawing them in any 
way you choose, but there is no use in distorting legal principles to 
form a conclusion. 

Senator Morgan. Why was it necessary that this very heavy bill of 
expense for diplomatic services should be charged to the railroad ? 

Mr. Cromwell. I was interrupted, . Senator, by the digression, 
which I am glad you made, in my explanation upon that point. 

Senator IVfoRGAN. Well, go on with your explanation, then. 

Mr. Cromwell. Because of this requirement in the concession of 
the railroad company the railroad company was legally bound to ex- 
tend its line of road out to deep water in tlie Bay oi Panama and was 
obligated to pay $10,000 every year that it did not do it — a fixed 
charge. When we completed the La Boca pier the Colombian Gov- 
ernment protested against the use of that terminal as being a com- 
pliance with the concessionary obligation to extend out to deep water, 
and disputed our proposition that it was such a compliance with 
article 13, and even spread out the statement to traffic that they 
would not clear vessels from this new port without some new agree- 
ment with them ; in short, disputed the proposition that the extension 
thus made of La Boca pier, reaching deep water, was a compliance 
with article 13. 

In effect, I may say, they argued that it was originally designed 
that the deep water should be deep water created by nature, and not 
deep water which should be created by dredging — a technicality, but 
which, supported by the powerful arm of government, and with the 
terrific cloud and embarrassment that it would make upon the ships 
which might be prevented from getting their clearances, made a situa- 
tion of the most acute and grave character, which had to be dealt with. 
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It was dealt with by the board of directors, principally under my legal 
direction, dealt with firmly, strongly, actively, persistently. It occu- 
pied us nearly two years — a year or two — ^before we finallv overcame 
this opposition and got the permit. In the meantime we defied them, 
and proceeded to use the pier, but with anxieties of a character you 
can imagine, to satisfy the concern of shippers and all that. To ac- 
' complish this we first sent Mr. Boyard, who was a very experienced 

man, intelligent, and very competent, to La Boca. 

Senator Morgan. And who was then one of the directors in the 
railroad company ? 

Mr. Cromwell. And then one of the directors in the railroad com- 
i pany. 

Senator Morgan. And the agent of the Panama Canal Company in 
the United States? 

Mr. Cromwell. He was also the gentleman we have described in 
the testimony before as being the commercial agent of the company, 
and a man especially acquainted with all the aspects of the question. 

Senator Morgan. Mr. Boyard is dead ? 

Mr. Cromwell. Yes, sir; he died in 1904. He went to- Bogota, 
which, as you know, is a very long trip of itself, and occupied him- 
self there several months in the endeavor to overcome this opposition 
^ and to procure their formal acceptance of this pier and La Boca 
terminal as being a compliance with article 13. The items there men- 
tioned, in the papers which you have before you, are for his services 
i and expenses in that regard, and they are very reasonable. But his 
mission failed, and the situation became even more acute upon the 
Isthmus by reason of that very failure to secure the consent. Mr. 
Arango, who had for many years been in the service of the railway 
company on the Isthmus, and who was a very competent and expe- 
rienced gentleman of high character, and a member of one of the 
oldest families of the Isthmus, a man of large moral influence and 
importance 

Senator Morgan. And fine family connections? 

Mr. Cromwell. Yes. 

Senator Morgan. Who was he connected with in the Government? 

Mr. Cromwell. What government ? 

Senator Morgan. The Government of Colombia. 

Mr. Cromwell. He? 

Senator Morgan. Yes. 

Mr. Cromwell. I do not know that he had any connections with 
the Government. I do not know any ofiicers of the Government with 
whom he was connected. 

Senator Morgan. You had better read over your minutes, and you 
i will find out how he was connected. 

Mr. Cromwell. I would be glad to be assisted. I have no memory 
at present of that, but he was a man of worth and importance, and 
lives in Panama; and he was assigned and employed, then being in 
I the service of the company, to go to Bogota and to renew and continue 

■ the same efforts. He did so, and he was occupied a long time, extend- 

! ing over 'a long period of effort. He employed attorneys and pro- 

ceeded actively in the matter, and it resulted finally in the Govern- 
ment appointing a commission at Panama to determine the character 
; of the structure and our claim of compliance with these requirements 
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of the concession, and a report favorable to the company was deliv- 
ered, under which, finally, the Government yielded, and gave to us 
the tequisite consent, and the exemption from the payment of $10,000 
per annum thereafter, for a lump sum of money — ^200,000, 1 think it 
was. 

Senator Morgan. You paid them $200,000 in addition ? 

Mr. Cromwell. To the Government of Colombia. 

Senator Morgan. I say, you paid the Government of Colombia, in 
addition, $200,000 ? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. In addition to all these fees? 

Mr. Cromwell. Yes, sir. The expenses of Mr. Arango are men- 
tioned in this statement you have just seen. 

Senator Morgan. You did all that to get rid of the $10,000 a year ? 

Mr. Cromwell. We did all that to fulfill the requirement to extend 
to deep water. 

Senator Morgan. Very good. 

Mr. Cro3iwell. And the expenditures, in my judgment, Senator, 
were all very reasonable, considering the great time and services 
occasioned and the value of the result. The board of directors, al- 
though I am only one of them 

Senator Morgan. Please try to make your explanations as brief as 
possible. We have something else to do besides to listen to a pro- 
fuseness of explanation. 

Mr. Cromwell. I shall be very glad to make them brief. You 
wanted to know the story. 

Senator Morgan. No ; I do not care about knowing all its romantic 
details. I just want the plain, solid facts. 

Mr. Cromwell. All right. I am giving you the plain, solid facts. 

Senator Morgan. Who was Mancini ? 

Mr. Cromwell. Mr. Mancini was at that time the official i*epresenta- 
tive of the canal company at Bogota. 

Senator Morgan. You also appointed him as your official diplo- 
matic agent? 

Mr. (SiOMWELL. We appointed him our agent and attorney to repre- 
sent the company in whatever might arise at that point. 

Senator Morgan. So that he held two positions, one representing 
the Panama Canal Company at Bogota and the other representing 
the railroad company at Bogota as a diplomatic agent ? 

Mr. Cromwell. Tht was true, sir, only from the year 1902. We 
had at that time the firm of Guttierrez & Escobar. They were our 
attorneys. 

Senator Morgan. At Bogota ? 

Mr. Cromwell. At Bogota. They were unable, by reason of some 
political differences with the Government, to perform their full 
functions. 

Senator Morgan. They were persona non grata with the Govern- 
ment ? 

Mr. Cromwell. I do not know precisely what was their relation, 
but they were unwilling to pursue a certain branch of their work, 
and so their compensation was divided ; it was only $2,500 per annum 
anyhow, and their compensation was made $1,300 and Mr. Man- 
cini's $1,200, being the same total amount. Without increasing the 
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compensation we had the two. gentlemen. That was from January, 
1902. 

Senator Morgan. What other agents had the railroad company in 
Bogota at that time transacting this business? 

Mr. Cromwell. None. 

Senator Morgan. The point I want to get at is Just this: The 
canal company being in some sense or other owner, proprietor, or 
beneficiary in all the interests and property of the railroad company, 
why were all of these expenses charged to the railroad company and 
not to the canal company ? 

Mr. Cromwell. Senator, in the first place, the canal company was 
not the owner of the railroad company. We come back to our same 
difference of opinion. 

Senator Morgan. Well, we will try to escape any further disquisi- 
tion upon that subject, if you will allow me. 

Mr. Cromwell. Second,^ the transaction was that of the railroad 
company itself. It related solely to its own concession. 

Senator Morgan. The railroad company was serving its master, 
in its own name, and paying the expenses? 

Mr. Cromwell. Again, Senator, you want to twist it that way, 
when you say you want to state facts. I say again that they were not 
serving their own master. They had no master. The railroad com- 
pany was serving its own interest, as a railroad corporation. 

Senator Morgan. And paying the expenses, whereas the canal com- 
pany was the real beneficiary in whatever results were obtained 
there ? 

Mr. Cromwell. It was paying its own expenses, because the work 
was its own. That is the only reason. 

Senator Morgan. Another consideration : It was manifestly to the 
interest of the canal companj^ that It should settle all questions and 
rid itself of all the property it had there into the hands of the rail- 
road company in the event that this calamity should take place which 
you mentioned in the minutes here a year beforehand, of the failure 
to get that extension from 1904 to 1910? 

Mr. Cromwell. No, sir; because the extension had been granted 
at the time you are speaking of. 

Senator Morgan. At what time was it granted ? 

Mr. Cromwell. You have given the date a moment ago — ^April, 
1900. Now you are speaking of the date 1902. 

Senator Morgan. It was granted by Sanclemente, President of 
Colombia, when the Colombian people were then in a state of siege, 
and 100,000 of them were slain in that war, and $6,000,000 of debt 
imposed upon that country in consequence of that grant. Is not that 
the fact? 

Mr. Cromwell. It is not, in my judgment, the fact. I know of no 
facts supporting that statement. 

Senator Morgan. I find in the record a great many that do sup- 
port it absolutely. 

Mr. Cromwell. Senator, nobody can doubt your ability to find 
anything In the record. 

Senator Morgan. I am trying to ascertain your personal knowledge 
and your personal connection with the transaction. 

Mr. Cromwell. I have told you all about it 
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Senator Morgan. You have told me all you know about it? 

Mr. Cromwell. I have told you all about it. 

Senator Morgan. Have you told me all you know about it? 

Mr. Cromwell. I have told you all that came within my relation 
with the railroad company. I do not know of anything else in con- 
nection with the railroad company that has any bearing on this sub- 
ject,except the minutes of May, 1898. 

Senator Morgan. Do you know of anything in connection with the 
Panama Canal Company bearing upon it? 

Mr. Cromwell. It I did, it would be covered by my privilege. 

Senator Morgan. Do you? 

Mr. Cromwell. I have no present distinct memory about anything, 
and I am not avoiding it upon that score, but 

Senator Morgan. I am not inquiring about the distinctness of your 
memory, but about the comprehensiveness of it. Do you know of 
any of the facts that I have just referred to in connection with the 
Panama Canal Company ? 

Mr. Cromwell. What facts do you refer to ? 

(By rejiuest of Senator Morgan, the stenographer read the last 
five questions and answers.) 

Senator Morgan. They have now been restated in your hearing, 
and I think you must comprehend them. The facts relating to the 
prolongation of the concession, and also the reasons why it was neces- 
sary for the Panama Canal Company to obtain that extension for the 
safety of the situation against the power of Colombia to forfeit its 
concessions, and also for carrying out your plan for Americanizing 
that canal. That is the question. 

Mr. Cromwell. I consider that as embraced within the confidences 
of and relations with my client. 

Senator Morgan. And you refuse to answer? 

Mr. Cromwell. For that reason I decline to answer. This T do, 
I may say again, with the greatest respect to the committee and with 
deference to its dignity, and also with a due regard to my duties to 
my client. 

The committee thereupon adjourned until to-morrow, Wednesday, 
May 30. 1906, at 10.30 o'clock a. m. 

The loUowing papers are, by direction of the committee, printed as 
a part of to-day's record : 

Panama Hailroad Company, 

New Tork^ May 28^ 1906. 
Hon. Jos. H. Millard. 

Chairman Committee Interoceanic Canals^ 

Washington^ D. C, 

Dear Sir: In addition to the statements forwarded to you under 
cover of mine of the 24th instant, and in accordance with the final 
paragraph of that letter, I now beg to inclose herewith statement of 
all payments by the Panama Kailroad Company to the old and New 
Panama Canal Company from 1892 to May 7, 1904, in addition to 
payments for La Boca terminal, shown in previous statements. 

You will observe by the notation on the within statement that the 
balances of account were, with the above exceptions, invariably in 
favor of the railroad company, and thus there were no payments con- 
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tributed to the canal companies by the railroad " in money or in other 
values " since 1892, concerning which Senator Morgan's letter to you 
of the 17th makes inquiry. 

EespectfuUy, E. A. Drake, 

Assistant to the President. 



Statement of all payments hp the Panama Railroad Company to the New 
Panama Canal Company from 1892 to May 7, 1904, *»» addition to payments 
for La Boca terminal, shown in previous statements. 

October 14, 1902, cash ^ $12,849.72 

December 20, 1902, cash 3,485.02 



16, 334. 74 

These payments were all balances of accounts between the two companies. 

During the same period the old and new canal companies paid to the railroad 
company a total of |l95,194.79, for balances of accounts in favor of the railroad 
company, so that the railroad company received from both canal companies 
$178,860.05 more than it paid them. 

New Yobk, May 28, 1906. 



Statement of account with the New Panama Canal Company for construction of 

La Boca pier. 

Panama Railboad Company, To Canal Company, Dr. 

For accounts for construction of La Boca pier $1, 565, 650. 90 

I'or amounts expended for railroad, having no relation to La 
Boca pier 7, 244. 16 

Total 1, 572, 895. 15 

This indebtedness was paid as follows : To balances of monthly accounts due 
by the canal company to the railroad for transportation, supplies, and coal fur- 
nished, etc., the cost of Culebra deviation, and cash paid, viz : 

Nov. 30, 1898. Accounts due Panama Railroad $15, 832. 82 

Dec. 31,1898. Accounts due Panama Railroad 12,176.90 

Dec. 31, 1898. Cash paid 19,889.66 

Feb. 2,1899. Accounts due Panama Railroad 1,071.23 

Mar. 31, 1899. Accounts due Panama Railroad 1,639.18 

July 31, 1899. Cash paid 482.35 

Aug. 31, 1899. Accounts due Panama Railroad 17, 549. 95 

Oct 1,1899. Cash paid 47,190.00 

Mar. 27, 1900. Cash paid 261,269.68 

Oct 1,1900. Cash paid 40,910.00 

Nov. 30, 1900. Accounts due Panama Railroad 118,129.23 

May 31,1901. Accounts due Panama Railroad 18,818.41 

June 18, 1901. Cash paid 31,675.08 

Oct 1,1901. Cash paid 5,362.50 

Oct 31,1901. Accounts due Panama Railroad 5,280.68 

Dec. 3, 1901. Cash paid 28,053.98 

Feb. 20,1902. Cash paid 508,687.50 

Mar. 31, 1902. Accounts due Panama Railroad 7,363.19 

Apr. 7,1902. Cash paid 431,512.81 

Total 1, 572, 895. 15 

New Yobk, May 21, 1900. 
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Statement of rolling stock purchased from the liquidatew of the Gompagnie 
Vniverselle du Canal Interoceanique de Panama in August, 1892. 

27 locomotives, 269 box cars, 237 coal cars, 452 flat cars $400, 000 

When paying for this rolling stock there was deducted from above 

amount 40, 000 

Due from the Gompagnie Universelle to the railroad for the recon- 
struction of wharf No. 5 at Colon, which wharf, under the terms of 

- the lease, the CJompagnie Universelle were to keep in repair and 
return to the railroad in as good condition as when delivered to 
them; leaving a balance due the liquidateur of 360,000 

Which was paid as follows : 

August 8, 1892, cash $180,000 

June 1, 1893, cash 180,000 

360,000 

New York, May 21 y 1906, 



Statement of account against 'New Panama Canal Company for building 

Culehra deviation. 

Amount due by canal company to Panama Railroad for work upon 

Culebra deviation from January, 1899, to December 31, 1901 $100,538.59 

Interest on accounts to dates of settlement 2,071.41 



102, 610. 00 

This indebtedness of the canal company to the railroad was paid by accounts 
in favor of the canal company for La Boca pier as follows : 

November 30, 1900 ^ $87,211.28 

May 31, 1901 8,548.25 

October 31, 1901 106.78 

March 31, 1902 6, 743. 69 

$102, 610. 00 



Statement of dividends paid on stock of the Panama Railroad Company, for- 
merly belonging to the Cie Universelle du Canal Interoceanique de Panama, 
from March 28, 1892, to May 7, 1904, inclusive. 

Dividends paid to: 
March 28, 1892 : 

Henry Boudet (trustee), 1,021 shares, 2 per cent— $2,042.00 
Paul A. Cheramy (trustee), 30,5(X) shares, 2 per 

cent 61,000.00 

Paul E. F. Hyronimus (trustee), 37,000 shares, 2 
per cent 74,000.00 

68,52ll shares $137, 042. UO 

January 3, 1893 : 

Henry Boudet (trustee), 1,021 shares, 2 per cent— $2,042.00 
Paul A. Cheramy (trustee), 30,500 shares, 2 per 

cent 1 61,000.00 

Paul B. F. Hyronimus (trustee), 37,000 shares, 2 

per cent ^ 74,000.00 

68,521 shares 137,042.00 

March 25, 1901 : Jean Pierre Gautron, liquidateur de la Cie Uni- 
verselle du Canal Interoceanique de Panama, 68,534 shares, 2 

per cent 137, 068. 00 

June 5, 1902 : Jean Pierre Gautron, liquidateur, etc., 68,534 shares, 
2 per cent 137,068,00 

p c — VOL 4 — 07 14 
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September 5, 1902 : Jean Pierre Gautron, liquldateur, etc., 68,534 

shares, 2 per Cfent $137,068.00 

April 3, 1903 : Jean Pierre Gautron, liquidateur, etc., 68,534 shares, 

2 per cent 137, 06a 00 

October 1, 1903: Jean Pierre Gautron, liquidateur, etc., 68,534 

shares, 2 per cent 137,068.00 

January 1, 1904: Jean Pierre Gautron, liquidateur, etc., 68,534 

shares, 4 per cent 274,136.00 

May 3, 1904 : Jean Pierre Gautron, liquidateur, etc., 68,534 shares, 

21 per cent 171, 335. 00 

1, 404, 895. 00 
New Yobk, May 21, 1906. 



Statement of payments to railroad offloials and counsel in respect to La Boca 
and other negotiations with Republic of Colombia from 1892 to May 7, 190i. 

Payments to Mr. X. Boyard, special agent. In compensation for 
his services and expenses in connection with his trip to Bogota to 
obtain the acceptance by the Colombian Government of the com- 
pany's works at La Boca as a compliance with conditions of Article 
IV of the contract of concession, viz : 
Services : 

March 18, 1897 $4,000 

November 12, 1897 800 

December 14, 1897 5,200 

$10, 000. 00 

Disbursements 1,215.97 

11, 215. 97 

Payments to J. A. Arango, special agent, for services and expenses to, at, and 
from Bogota, respecting acceptance of La Boca extension, viz : 

October 3, 1898 $400.00 

October 13, 1898 750.00 

October 26, 1898 3,000.00 

$4, 150. 00 

November 23, 1898 400.00 

February 15, 1899 $15,000.00 

February 6, 1899 2,000.00 

February 6, 1899 (cable) 5.82 

-yj 005. 82 

May 16, 1899 6,000.00 

May 31, 1899 5.82 

6,005.82 

July 20, 1899 350.00 

September 23, 1899 1,200.00 

December 29, 1899 1,200.00 

February 16, 1900 $165. 00 

February 26, 1900 200. 00 

365.00 

May 2, 1900 250.00 

August 15, 1900- 1,241.00 

January 17, 1901 6,000.00 

March 11, 1901 $232. 75 

March 30, 1901 22,300.00 

22, 532. 76 

April 30, 1901, to March 31, 1004, at $125 per month 4, 600. 00 

64,200.80 
Payment to government of the department of Panama for Panama 
railroad's proportion of half of the fees charged the Government by 
Captains Bucknam and Brown for their inspection of the La Boca 
terminals _,„,_,„-„. — ,._ . 400. 00 
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Payments to attorneys and agents of Panama Railroad Company resident at 
Bogota, Republic of Colombia : 

Messrs. Gutierrez & Escobar, attorneys : 

Salary, .$2,500 per annum, payable quarterly, and expenses for 
cables, official publications, etc., for year — 

1892 $2, 515. 50 

1893 ., 2,655.40 

1894 3, 186. 00 

1895 2, 548. 00 

1896 2, 565. 25 

1897 2, 579. 70 

1898 1, 882. 20 

1899 3, 140. 77 

1900 1,870.00 

1901 '. 3, 126. 40 

26, 069. 22 

Salary reduced to $1,300 per annum and expenses, as above, from 
January 1, 1902— 

For year 1902 1,324.00 

January 1 to November 7, 1903 1, 110. 93 

2, 434. 93 

January 6, 1904, special fee for services in court in defense of suit 
by attorney-general of Colombia in the matter of through 
billing 1, 000. 00 

Mr. A. Mancini, diplomatic agent : 

Salary $1,200 per annum from January 20, 1902, and expenses for 
cables, etc. — 

For year 1902 900.00 

For year 1903 1, 210. 00 

For quarter ending January 20, 1904 400. 00 

2, 510. 00 • 
MAf 21, 1906. 

The following are the documents referred to in the letter of the 
Secretary of State to Senator Morgan (printed in to-day's proceed- 
ings) : 

[Translation.] 

[Compagnie Nouvelle du Canal de Panama, 7 Rue Louis le Grand, Paris. Capi- 
tal, 65,000,000 francs.] 

Paris, November 18^ 1898. 
To the President of the United States. 

Sir : The New Panama Canal Company believes it to be its duty to 
respectfully submit the following statement : 

It is common knowledge that in 1889 the Compagnie Universelle du 
Canal Interoceanique de Panama, the old company, fell into financial 
difficulties after about one- third of the canal had been finished. The 
rights of that company then passed judicial administration. A liqui- 
dator (receiver) was appointed by the judgment of the civil tribunal 
of the Seine under date of the 4th of February, 1889. During his 
administration (1889-1894) and with the authorization of the court, 
the greatest care was taken to preserve and maintain the work already 
done, and a prolongation was obtained from the Republic of Colom- 
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bia of the time stipulated for the completion of the canal, thus pre- 
serving the rights of the company under its concession in their 
entirety. 

In view of the advanced state of the work on the canal, and the con- 
siderable sum (at least $150,000,000) actually expended for canal 
work properly so called, and for installations and plant, the logical 
conclusion followed that the very large capital invested would be pro- 
tected through a reorganization of the affairs which took place suc- 
cessfuUjr in the month of October, 1894. At that time and with this 
object m view the undersigned company was organized under the 

feneral laws of France. The company is a commercial association, 
ormed exclusively upon private capital, and has no connection, alli- 
ance, or relation whatever with any government, except the relations 
established by the concessions which it holds from the Republic of 
Colombia. The board of directors of the company iS" an entirely new 
board and composed of gentlemen of independent positions, having 
no official relation with the old Panama Company, and for the most 
part identified with large financial and Commercial enterprises. 

Pursuant to judicial sale, authorized by the court as aforesaid, the 
undersigned company in 1894 became the sole owner of all the canal 
works, plant, material, concessions, and other property of the old 
company. The title of the undersigned to this property is therefore 
unquestionable, and has been officially recognized by the Government 
of Colombia. 

Surveys have been made by the old company, but the new company, 
while making use of them, would not be bound by their conclusions. 
The board of directors resolved at the start to examine and study 
anew all the questions involved, making use of the most recent im- 
provements in material and of the advances made in engineering. 

It is needless for us to enumerate the difficulties and enormous 
expense involved in the choice of a definite plan for the execution of 
this work, which is one of the greatest undertakings of our time. 

Different plans, equally practicable but varying in probable cost, 
have been studied* Many months have been spent in preparing, 
studying, and revising them. This work has not been done hastily 
and superficially. Engineers, chosen specially for their professional 
ability, have studied the question in all its details — ^technical, climatic, 
physical, geologic, and economic. 

Though the skill of its own technical staff is worthy of the highest 
confidence, the undersigned company, out of abundant caution and 
in order to place beyond criticism the final conclusions, caused to be 
appointed an International Technical Commission, composed of engi- 
neers selected from different nationalities, a course which assures to 
the company the benefit of the widest possible experience, the severest 
judgment, and the most independent conclusions. The International 
Technical Commission is composed as follows : 

M. Robaglia, president, inspector-general of roads and bridges 
(retired). 

M. Bouvier, chairman, inspector-general of roads and bridges 
(retired). 

General Abbot, United States Engineer Corps. 

M. Castel, inspector-general of mines (retired). 

M. Daymard, chief engineer of La Compagnie Transatlantique. 
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M. Fargue, inspector-general of roads and bridges (retired). 

M. Fteley, chief engineer of the Croton Aqueduct, New York City. 

M. Fulscher, private counsellor to the minister of public works of 
Prussia, formerly technical director of the work of the Kiel 
Canal. 

M. Hersent, civil engineer. 

M. Hunter, chief engineer of the Manchester Canal. 

M . Koch, councillor of public works of Germany ; director of Tech- 
nical Academy of Darmstadt; formerly member of the Im- 
perial commission of the Kiel Canal. 

M.Jules Martin, inspector-general of roads and bridges (retired). 

M. Skalskowski, formerly director of the department of mines to 
the minister of agriculture and lands of Russia. 

M. Sosa, chief engineer, Colombia.** 

As to all statistical and economic questions, the new company estab- 
lished a special commission, presided over by M. Paul Leroy-Beaulieu, 
the eminent economist, and a member of the Institute of France. 

It is certain that the members of these two commissions are the 
most distinguished and able men in their professions. No one of 
them would compromise his reputation and his honor, acquired by a 
long life of eminent services, by formulating conclusions upon un- 
founded, incomplete, superficial, or uncertain information. 

By the closest study of the subject; by actual inspection of the 
works of the canal, made by several of its members ; by full discussion 
and by frequent exchange of views; by subjecting every problem to 
the critical ]udgment of all, thus obtaining the most varied opinions; 
by all the methods and with all the care which the most advanced 
technical experience could suggest, this eminent commission of engi- 
neers has reached a unanimous conclusion, which has been officially 
communicated to this company, and upon which this company is pur- 
suing the work of construction. These conclusions, signed by every 
menmer of the commission, establish the entire feasibility and prac- 
ticability of completing the canal. 

We do not doubt that you will be interested to learn the essential 
features of our plans, which have been prepared with so much labor 
and care, and confirmed by four years of continuous study. 

1. The old company had already substituted for the proposed sea- . 
level canal a system of locks. This principle, with important modifi- 
cations and improvements, has been adopted by the new company. 

2. The length of the canal from ocean to ocean is 46 miles. 

3. The locks will not exceed four on each slope of the divide; all 
locks will have a rock foundation, and all will have double lock 
chambers. 

4. There is nothing in the physical conditions on the Isthmus to j 
prevent a change from a canal with a system of locks to a sea-level 
canal should the latter seem desirable in the future. 

5. The time of passage from ocean to ocean will be less than a day. 

6. The harbors situated at either extremity (Panama and Colon) 
are not artificial harbors; they are natural harbors, safe and satis- 
factory, needing but slight improvement. This fact is known to all 

o The commission has been deprived of the services of M. Sosa, who was lost in 
the Bourgogne catastrophe, and M. Bouvier, who died on the 8th of September, 
1898. 
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the world, thanks to commerce, which for almost fifty years has made 
use of the Panama route (the Panama Kailroad). 

7. Two-fifths of the work on the canal has been actually con- 
structed; the remaining three-fifths is in a fair way of completion. 
During the last four years three or four thousand workmen, on an 
average, have been employed in working on the canal. 

8. The company's concessions are unquestionable. The Republic 
of Colombia nas given to the enterprise its cordial and sincere 
cooperation. 

9. The existence and operation of the railroad, long established on 
the proposed line of the canal, greatly facilitates its construction. 

10. No construction is planned which is not fully justified by prac- 
tical experience. 

Formerly the greatest difficulties were: 

a) The control of the floods of the Chagres River; and 

b) The excavation of the Culebra cut. 
The manner in which each of these difficulties is to be surmounted 

is shown with the greatest detail in the report of the technical com- 
mission, which we have the honor to present to you. 

The condition of the new company is equally satisfactory. Its 
assets, including the work actually done on the canal, the buildings, 
the machinery, the material on hand, exceeds in value 500,000,000 
francs, or $100,000,000, which valuation has been made by a special 
commission, of which the former director of the National Academy 
of Roads and Bridges of France was chairman. The company has 
no mortgage or bonded indebtedness. The property is free from all 
incumbrance. The company has no other debts than monthly pay 
rolls. Its cash reserve is largely in excess of its actual needs. 

The undersigned company also invites your attention to the provi- 
sions of its concession, particularly articles 5 and 6, which reserves 
all rights to the Government of the United States secured by the 
treaty with the Republic of Colombia signed in 1846 and ratifies ^ in 
1848. 

We have the honor to be, your obedient servants, 

J. BONNARDEL, 

The President of the Board of Directors. 

Certified by the secretary of the company. 

Ed. Lampre. 



[ Mr. Cromwell to Mr. Hay. 

I 

I New York, November 28^ 1898. 

j Dear Sir: Referring to the interview which you accorded me on 

Friday last and to your gracious assurance that you would give audi- 
ence to the director-general of the New Panama Canal Company and 
ourselves in connection with the presentation to the President of the 
communication which the New Panama Canal Company is about to 
make to the Government, I beg leave to advise you that by reason of 
the severe prevailing storm La Touraine was delayed in arrival until 
to-day, and that we shall therefore not be able to translate the docu- 
ments and prepare them for presentation before Wednesday. I will 



INVESTIGATION OF PANAMA CANAL MATTEBS. 3181 

advise you further of our coming, keeping in mind the preference 
which you indicated, that the hour of conference be about 11 o'clock 
in the iforenoon. 

I have the honor, etc., 

Wm, Nelson Cromwell, 
American Counsel for New Panama Canal Company. 



Mr. Cromwell to Mr. Hay. 

[Telegram.} 

New York, December 5, 1898. 

Am writing you to-day concerning the cable from Consul-General 
Hart published Saturday. It is evident that the limited purpose and 
nature of the measure referred to is not fully reported from Bogota, 
and is given undue significance. 

Wm. Nelson Cromwell, 
Counsel New Panama Canal Company. 



Mr. Cromwell to Mr. Hay. 

New York, December 5, 1898. 

My Dear Sir : I beg leave to confirm the telegram which I sent you 
at 10.45 this morning, as per inclosure. 

Upon my return I learned through Director-General Hutin (who 
had preceded me to New York) that the measure which had just oeen 
acted on by one branch only oi the Colombian Congress was a bill to 
authorize the executive to negotiate the terms of and to conclude a 
further prorogation of six years from 1904 for the completion of the 
canal under a conmiunication which the company had addressed to 
the Government, in the form of which I inclose you a translation. 

You will note that the company specifically stated to the Govern- 
ment that the prorogation was not a matter of absolute necessity, but 
was desirable m the interests of commerce end navigation to enable 
an even deeper cut to be made (and which would reduce the number 
of locks to four) , but which reduction would of course require more 
time than the plan adopted. 

You will note that the bill proposed to confer power upon the Exec- 
utive, and this happened to arise under extraordinary political* condi- 
tions in Bogota. As you have probably been advised through oflScial 
channels, a serious difference has recently been existing between the 
House of Representatives of Colombia and the President, the House 
having passed formal resolution declaring the office of President 
vacant, and refusing to recognize the qualification of the President 
before the supreme court. 

We therefore construe the action of the House of Representatives as 
only a part of the strife between the House and the President, and 
not a declaration of the policy of the nation or the Congress in re- 
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spect of the Panama Canal, and as not evidencing hostility to the 
company itself. We are the more confirmed in this belief because 
of the uniform consideration and cordiality displayed by the Congress 
and the Government to the New Panama Canal Company, which we 
have no doubt their minister at Washington would lully confirm to 
you. 

Our company has not the least apprehension regarding any proro- 
gation of its concessions it may consider necessary in the future. 
I have, etc., your obedient servant. 

Wm. Nelson Cromwell, 
Counsel New Panama Canal Company. 



[InclosTire in letter of Mr, Cromwell to Mr. Hay, December 5, 1898.] 

To the Seigneurie, Dr. P. A. Molina, 

Minister of Finance of the Republic of Colombia, Bogota: 

Alexander Napoleon Mancini, representative to the Government of 
Colombia of the New Panama Canal Company, has the honor to reply 
to your excellencv and to explain the following, viz : 

At the time oi the prorogation accorded in 1893 there was in view 
the completion of the canal in accordance with the plan as established 
by the technical commission, which plan determined the lowest level 
of the divide to be between 35 and 30 meters below the sea level. 

The studies made by the new company show that it will be of great 
advantage to make the cut deeper, and such work will naturally re- 
quire a longer time. 

It is not necessary to call urgent attention to the fact that the 
Colombian Government itself has the greatest interest to facilitate the 
completion of the canal affording the best possible conditions for 
navigation and commerce. 

There is no doubt that the interests of Colombia are closely iden- 
tified with those of the canal company, and that the future of this 
nation depends in part upon the success of the works of the canal at 
Panama ; and it is admitted that in order to provide in a very com- 
plete manner the increasing necessities of navigation and commerce 
it becomes doubly important to deepen the cut of the central mass 
below 25 meters. The plan of completion of the canal as prepared by 
the company, with the aid of its technical commission, suggests the 
idea to the canal management of deepening the cut to about 10 meters. 
Therefore the time of completion of the canal, which is at the end of 
1904, becomes insufficient for the completion of said important work, 
and the company could not without serious risk of miscalculation 
affirm that the canal with such modification can be completed within 
the said time, and the company considers that it is proper to ask a 
prorogation of six years from 1904, so that it may complete the canal 
in the condition above mentioned. 

All that precedes is not of absolute necessity. The company can, 
if necessary, make the cut at 25 meters, for instance, as heretofore 
calculated, and in that case a further prorogation will not be abso- 
lutely necessary. But, on the other hand, the company considers, as 
said above, that the deepening of the cut to about 10 meters will give 
much better results in respect to the operation of the canal. 
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The Colombian Government can not fail to realize the importance 
of the purpose above explained and of the interest attached to a 
prorogation. Consequently, and in consideration of the considerable 
advantages which will inure to general commerce from the opening 
of the canal, the undersigned solicits, in the name of the New Panama 
Canal Comi)any, a prorogation of six years for the completion of the 
canal, and is confident that the Government of the Kepublic will 
accord such extension of time under the best possible conditions. 

The company relies upon the kind cooperation of the Colombian 
Government, which has such great interest in the work, to facilitate 
the completion of such work. 

The undersigned does not need to recall to your excellency that 
during the past four years the company has constructed works of 
such great importance that they have attracted the attention and 
approbation of all competent people who have visited the Isthmus. 
I have, etc., 

A. Mancini, 
Representative of the New Panama Canal Company. 

Bogota, November i, 1898. 



Messrs. Sullivan cfe Cromwell to Mr. Hay. 

New York, December 21^ 1898. 

My Dear Sir: Further to my letter of December 5, 1898, receipt 
of which was acknowledged by your favor of the 8th instant, I beg 
leave to say that we are advised by our counsel at Bogota that the 
official minutes of the session of the House of Representatives de- 
clares that the bill concerning the extension of the New Panama 
Canal Company has not been acted upon for lack of time. We, 
however, yesterday received further cable advising us that the Gov- 
ernment had granted tjie extension subject to the approval of the 
next Congress, and I note from this morning's Herald that similar 
advices have been received by the press. 

It is the opinion of the Government executives and of ourselves 
that power to give such extension is already located in the Govern- 
ment by the terms of the original concession; but the formality of 
ratification will be requested in due course, and of its being granted 
we have not the remotest apprehension. 

You will thus see that my confidence in the attitude of Colombia, 
as indicated in my last note, has been fully and quickly confirmed. 
Faithfully, yours, 

Wm. Nelson Cromwell, 
General Counsel New Panam^a Canal Company. 



Mr. Hutin to Mr. Hay. 

New York, December 21, 1898. 

Sir: In addition to the certified copy of the official report of the 
International Technical Commission, which I had the honor of deliv- 
ering to you on the 2d instant as a part of the communication of the 
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company addressed to the President under date of November 18, 1898, 
I now have the honor of handing you a copy of an additional report 
made November 19, 1898, by Messrs. Zurcher and Bertrand, eminent 
engineers of France, upon the cut of the Culebra and Emperador 
mountains. 

The report of the International Technical Commission, as well as 
the inclosure, being part of our official communication to the Presi- 
dent, are for your official files and use. I merely mention this that 
you may not courteously consider them confidential. 
I have the honor, etc., 

M. HunN, 
Director-General of tlie New Panama Canal Company. 



[Inclosure— Translation . ] 
NOTE ON THE CULEBRA AND EMPERADOR CUTS. 

The works of the preparatory trench (cunette) and the wells ac- 
companying them now enable us to understand with great certai nty 
the composition and general nature of the soil to be removed. We 
can very happily say that the difficulties previously foreseen are 
greatly diminished by this more complete examination. 

In the first explorations the explorers were naturally very much 
struck by the abundance of eruptive rocks, and it was supposed that 
the central frame of the Isthmus was formed of such rocks of great 
hardness, in which clay was found only in pockets more or less deep. 
The first works, on the contrary, by bringing to light a succession of 
clays of little solidity gave reason to fear the possibility of caving in 
and the necessity of very gentle slopes. Now, in reality, the axis of 
the Isthmus is formed of a series of sandstone, pudding stone, and 
marl of medium hardness, and the eruptive rocks spreading through 
these sheets or veins play only a secondary part. So far as hardness 
and solidity are concerned, it may therefore be said that the con- 
ditions will be more favorable than could at first be hoped. 

The geological formation of the Isthmus seems, from the studies 
already made to display, as the most ancient formation, an eruptive 
breccia, improperly designated Gamboa sandstone.** 

It will be met with only in the Emperador cut, where it will consti- 
tute less than one-seventh of the excavation.^ It would not reappear 

a The Gamboa rock seems to be closely connected with the conglomerates of 
Hohio, in which M. Douvill6 ascertained the presence of nummulites. It is like- 
wise probable that the limestone containing nummulites in the neighborhood of 
Emperador, described by Mr. Hill, ought to belong to the same lower series, the 
age of which is probably Lower Oligocene or Eocene. All these determinations 
of age, however, are given only provisionally, as the study of the materials col- 
lected is not yet finished. 

* The proportion of one-seventh has been calculated on the provisional cut esti- 
mated by the axis of the trench (cunette). As the eruptive rock is met with 
most in the deepest parts, where the width is- less, it can be seen that this pro- 
portion ought to be considerably diminished, even allowing for the total exca- 
vation. 
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in the Culebra cut, even if the canal were made on a level. It seems 
to support in discordance the alternation of pudding stone, sandstone, 
and marl, already mentioned. This system, which is probably of the 
TJpper Oligocene age, ends at the top hj a bed of lignites ana a bank 
oi lenticular limestone (km. 49), the fossils in which give reason to 
attribute it to the Miocene. Subsecjuent eruptions, mostly of a ba- 
saltic nature, have given rise to veins, which gross the strata verti- 
cally, which, in places, have penetrated between the beds in long in- 
trusive sheets, and which have cropped out in the hills (cerros). The 
importance of these eruptive rocks, so far as the excavations are con- 
cerned, is entirely secondary. The position of the beds remains reg- 
ular and evidently horizontal in the neighborhood of the veins and of 
the sheets, and there is no reason to fear any of the disturbances the 
possibility of which caused anxiety to the Commission of studies of 
1889, and which might have given rise to more or less important local 
slides. 

It may be said practically that the whole of the work of the great 
cut (Culebra) must be made in the sedimentary system of the pud- 
ding stone, sandstone, and marl, the hardness oi which, according to 
the old soundings, hardly exceeds No. VI of the scale adopted, and 
the rocks of which may all consequently be cut with steel. The exam- 
ination of these lands shows that they will stand extremely well, and 
this fact has been practically proved by the experience of the prepar- 
atory trench (cunette), the slopes of which have been exposed to the 
air for more than two years. Even the marl, which, when in separate 
pieces, disintegrates and splits easily, resists very well in a mass, and 
may require, at the most, some local supports to protect it from the 
action of the atmosphere. 

In the upper part the strata, which have been more or less affected, 
have assumed a red tint and a more clayey composition to a variable 
height, which, in some places, may be as much as 20 meters. These 
strata, which were almost entirely excavated by the old company with 
a width cowespondiiig that of the canal at its level, are those which 
caused the Cucoracha caving-in. Other little cavings-in occurred 
above Emperador (kil. 51) , and recently above Cucoracha. The ques 
tion of these cavings-in was formerly a cause of great anxietv, bui. 
that cause no longer exists. That of Cucoracha was partly ^ue to 
want of care in the method of constructing the embankments, and it 
was easily stopped by comparatively simple works of drainage. 
Besides at that point (from 54.5 to 55.5) the slope of the clays on the 
left bank is directed toward the cut, and may be as much as 20°. 
Admitting, therefore, that special precautions must be taken to pre- 
vent the recurrence of such an accident, they would only extend over 
about 1 kilometer. 

To sum up, the work will be done in sedimentary ground, the regu- 
larity of which enables precautions to be taken with great certainty. 
No very hard rocks will be encountered, excepting at the most a 
seventh of the Emperador cut. The other ground, which is of me- 
dium hardness, holds extremely well and will not need any supports ; 
an average slope of 45° (including the banquettes) can be safely used 
with them. There are no caving belts to fear, except the clays of 
the upper part, which are already almost entirely excavated, and if 
any special precautions are to be taken against cavings-in, it would 
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only be for the small extent of about 1 kilometer, where the slope of 
the clay is toward the cut. 
November 19, 1898. 

M. Bertrand, 
Chief Engineer of Mines^ Member of the Institute. 

M. ZURCHER, 

Chief Engineer of Bridges and Roads. 



Messrs. Svllivan c6 Cromwell to Mr, Ilay. 

New York, Jamtary 3^ 1899. 

Sir : Further to the documents which the New Panama Canal Com- 
pany has had the honor to place in your hands for official use, we beg 
leave to hand you herewith, for like use, printed copy of a publica- 
tion to-day issued by the company. 
Very respectfully, yours, 

Sullivan & Cromwell, 

General Counsel. 



Messrs. Svllivan cfe Cromwell to Mr. Hay. 

New York, Fehruary 28^ 1899. 

Dear Sir : We beg leave to hand you herewith a copy of the com- 
munication which this day has been addressed to the President. 
We are, etc., 

Sullivan & Cromwell, 

General Counsel. 



Mr. Hutin and Messrs. Sullivan c& Cromwell to the President. 

New York, Fehruary 28, 1899. 

Sir : 1. The New Panama Canal Company has never proposed and 
does not seek any appropriation or financial aid from the Government 
of the United States in the completion of its canal. • 

2. It places its canal works on the Isthmus of Panama subject to 
the examination of this Government, or any special commission 
through whom it may be desired to make such examination, and will 
facilitate in every possible way any such desire of the Government. 

3. The Government will find that fully two-fifths of the canal 
works are already constructed ; that continuously during the past four 
years from 3,000 to 4,000 men, under a large force of engineers, have 
been and are now actually engaged upon its works ; that all technical 
and physical problems have been solved by the eminent " Interna- 
tional Engineering Commission," whose report of November 18 last is 
before you; that the canal is undoubtedly feasible and the harbors at 
both ends natural harbors and entirely satisfactory; that its conces- 
sions are perfect and unquestioned, and that the relations of the 
United States to the canal are especial and superior by reason of the 
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" special and remarkable advantages " secured to it by the treaty of 
1846 between the United States and Colombia, and which rights, 
whatever they may be, were scrupulously respected, observed, and con- 
firmed in the concessions of Colombia to the JPanama Canal Company, 
under which the canal is being completed. 

4. While the New Panama Canal Company does not seek any finan- 
cial aid from the Government, it recognizes the national sentiment in 
favor of acquiring some pecuniary interest in any canal connecting 
the Atlantic and Pacific oceans. Therefore the New Panama Canal 
Company declares that if, as the result of any such investigation, the 
Government of the United States adopts the Panama route, the com- 
panv, if the Government so desires, will reincorporate under the laws 
of tne State of New York (under the laws of which State the Panama 
Railroad Company has existed for nearly fifty years) or of some 
other State of the Union, subject to the provisions of its concession, 
and vest its concessions and property in such corporation. It will f 
also in said event accord to the United States such representation in ' 
its board of directors, and such opportunity to acquire an interest in 
its securities, as may be permitted by its concessions, which, of course, 
must be scrupulously observed. 

And further, if the United States should desire to perpetuate or 
enlarge its existing rights and privileges, acquired under said treaty 
of 1846, the company will conform to such supplemental treaty as may 
be entered into between the United States and Colombia. 

We beg leave to say that yesterday, at a public hearing accorded 
us by the Committee on Rivers and Harbors of the House of Repre- 
sentatives, we submitted to the chairman and gentlemen of that com- 
mittee a communication to the foregoing purport, and have the honor 
to be, 

Your obedient servants, 

Maurice Hutin, 
Director-General of the New Panama Canal Company. 

Sullivan & Cromwell, 
General Counsel^ New York City. 



Mr. Rutin to the President. 

COMPAGNIE NOUVELLE DU CaNAL DE PaNAMA, 

45 Wall Street^ New York City^ March 11^ 1899. 
To the PREsmENT: 

Referring to the act of Congress approved on the 4th instant re- 
specting an investigation of the Panama and Nicaragua canals, the 
New Panama Canal Company, as one of the subjects of the inquiry, 
respectfully invites attention to its communication addressed to yoit 
December 2, 1898, and to its subsequent offers to the honorable Secre- 
tary of State, and finally to its official proposition of February 27 last, 
all of which contain the proffer and urgent invitation that the Presi- 
dent or Congress make the fullest investigation of the canal works, 
plans, seven concessions, and status of the New Panama Company; 
and it also refers to the official report upon the canal made by the In- 
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ternational Technical Commission November 16, 1898, and placed in 
your hands by us on December 2 last. 

The said act of Congress is therefore in full accord with our re- 
peated offers and our warmest desires. 

We again most respectfully renew our proffer of the fullest investi- 
gation and our offer of all the facilities to that end. But the subject 
IS of such transcendent consequence to the United States, to the peo- 
ple of the world as well as to ourselves, that we venture, with due 
respect, to submit this our petition that any commission designated to 
aid you in making the investigation and comparison contemplated hj 
the act of Congress be composed of gentlemen of the widest experi- 
ence, of exceptional character and unquestioned professional standing, 
and who are not embarrassed by public committals or previous records 
favorable or unfavorable to either one or the other project and who 
have not heretofore served upon any canal commission. 

The New Panama Canal Company does not present or suggest any 
name for membership of any commission. Its only petition is that 
the selection be of gentlemen whose conclusion will at once command 
public confidence, fully relying upon its ability to satisfy fair and 
impartial investigation of the merits of its canal. 

The New Panama Canal Company, 
By Maurice Hutin, Director-General. 

Sullivan & Cromwell, General Counsel. 



Mr. Boyard to Mr. Hay. 

New York, January 6', 1900. 

Dear Sir : I am requested by a cablegram from the New Panama 
Canal Company to beg, at the earliest date, an audience with you for 
the purpose of communicating to you a message from my company. 
I will leave New York to-night and will be in Washington to-morrow 
morning, Tuesday, at the Arlington. 

Upon my arrival I will respectfully request you to appoint a time 
for the audience either in the morning or in the afternoon, at your 
convenience. 

I beg to remind you that I already had the honor of an interview 
with you, a year ago, in company with our director-general, Mr. 
Hutin. 

Very respectfully, yours, 

X. BoYARD, 

Commercial Representative of the New Panama CancH Co. 



[IncloBure.] 

M. Navarre to Mr. Boyard. 

[Telegram.] 

Paris, January 6, 1900. 
X. Boyard, New York: 

Board of management has resigned. I have been appointed, by 
decision of the court, sole temporary manager of the New Panama 
Canal Company, instead of the board of management, and with its 
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powers. I have assumed the duties of my office, retaining the direc- 
tor-general and all the principal officers, and I now confirm you in the 
position which you hold. My mission will last until the meeting of 
the general assembly of the stockholders, which will take place at the 
usual time, very soon. Under these circumstances, be pleased to go to 
Washington immediately and to inform the Secretary of State that I 
shall in no wise modify the attitude assumed by the New Panama 
Canal Companv in the declarations which it made to the Secretary of 
State himself December 2, 1898,<* through the director-general, to the 
Committee on Rivers and Harbors, to the President of the Eepublic 
of the United States February 27 and 28, 1899,« and to Admiral 
Walker in the conference with the American commission at Paris 
September 8, 1899. 

(Signed) Eugene Navarre. 



Mr. Boyard to Mr, Hay. 

New York, January W^ 1900. 

Dear Sir: Mr. Eugene Navarre, administrateur temporaire de la 
Compagnie Nouvelle du Canal de Panama, begs me, by cable received 
this morning, to inform you that the meeting of the stockholders of 
the New Panama Canal Company will take place on February 12, 
1900. 

Very respectfully, yours, 

X. Boyard, 
Gommercial Representative of the Panama Canal Company. 



Copy of a telegram handed to the Secretary of State^ February IL 
1900^ by Mr. Xavier Boyard^ representing the New Panama Canm 
Company. 

[Tnuislatioii.] 

Paris, February IZ, 1900. 
X. Boyard, New York: 

The general meeting of the shareholders has this day chosen a new 
board of management, which organized immediately under the presi- 
dency of Maurice Hutin, who, meantime, will continue to discharge 
his Wions as director-general. ^ 

A list of the new members of the board, who represent the Paris 
establishments of credit and the more important groups of share- 
holders, will be sent to you by mail. 

The new board of management confirms the declarations contained 
in the dispatch of January 6, which was sent you by Navarre, and 
requests you to go to 'Washington in order to renew to the honorable 
Secretary of State, Mr. Hay, the previous declarations of the New 
Panama Canal Company. 

(Signed) Hutin. 



* ^•vM-a-^^tr^^t^/^mBr^^^'^^^^nt j p'B- 
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Washington, April 30, 1900. 



The President : 

Permit us to refer to the communication addressed to you on Feb- 
ruary 28, 1899, by the Compagnie Nouvelle du Canal de Panama, and 
of which we attach a copy for your convenience. 

Three days after the above communication (and which was similar 
to that addressed to the River and Harbor Committee of the House, 
Hon. Theodore E. Burton, chairman) Congress enacted the law of 
March 3, 1899. 

Under the powers of said act the President appointed the " Isth- 
mian Canal Commission," composed of Rear-Admiral John G. 
I Walker, Hon. Samuel Pasco, Mr. Alfred Noble, C. E. ; Mr. George 

S. Morison, C. E. ; Gen. Peter C. Hains, Prof. William H. Burr, C. E. ; 
Gen. Oswald H. Ernst, Prof. Emory R. Johnson, Mr. Lewis M. 
Haupt, C. E. 

In addition to its examination of all other possible isthmian routes, 
j the Isthmian Canal Commission has made an exhaustive examination 

', of the plans and status of the company at Paris, where the records of 

. twenty years are preserved, and, also, personally has examined upon 

the Isthmus of Panama the actual canal and canal works of the com- 
pany and the feasibility of its undertaking, and at this time is further 
\ verifying surveys, plans, and specifications with a force of 700 to 800 

men in the field. 

The Isthmian Canal Commission has not yet made its report to the 
President, and, as we are advised, has not yet completed its investiga- 
tions and inquiries upon the technical and other subjects covered by 
the said act of March 3, 1899, nor has the President yet communicated 
to Ciongress his recomiAendations in the premises. ^ 

In an these investigations concerning the Panama Canal the com- 
pany has made to the Isthmian Canal Commission the fullest exposi- 
tion and explanations, without reserve or exception, upon every aspect 
of the subject concerning which the Commission has desired informa- 
tion, and also has delivered to the Commission full and detailed plans, 
maps, and specifications of the company for the complete excavation 
and construction of the Panama Canal and canal works. These docu- 
ments are great in volume and value, and represent the expenditure 
of a vast sum, as well as the results of many years of study in their 
original preparation. 

The company has avoided any action or course which might by the 
Government be deemed inconsistent with its said communication of 
February 28, 1899. 

All this the company has done in full reliance upon the avowed 
purpose of the Government (as embodied in the act of March 3, 1899) 
of thoroughly and exhaustively investigating and reporting upon all 
possible isthmian canal routes, and in the reasonable expectation that, 
m the meantime, no action would be taken upon the subject by the 
Congress of the United States inconsistent with the expressed pur- 
poses of said act. 

On the contrary, however, and presumably without knowledge of 

the foregoing facts, measures have been introduced in Congress, and 

* are to be acted upon in the House of Representatives May 1 and May 

2, 1900, having for their purpose the adoption by the Government of 

another isthmian canal route, without awaiting the recommendation 
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of the President and the information, report, and conclusions of the 
Isthmian Canal Commission appointed by the President under the act 
of March 3, 1899. 

We therefore respectfully request that the President advise the 
Congress of the facts of the case. 

We have the honor to be your obedient servants, 

Sullivan & Cromwell, 
General Counsel Compagnie Nouvelle du Canal de Panama, 

p c — VOL 4 — 07 15 
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Committee on Interoceanic Canals, 

United States Senate, 
Washington^ D. (7., Tuesday^ June 19^ 1906, 

The committee met at 10.30 o'clock a. m. 

Present: Senators Millard (chairman), Piatt, Kittredge, Hopkins, 
Knox, Ankeny, Morgan, Taliaferro, Simmons, and Culberson. 

The committee met in executive session, upon the conclusion of 
which the examination of Mr. Cromwell was resumed. 

TESTIMONY OF WILLIAM KELSON CEOMWELL. ESQ. -Continued. 

Senator Morgan. Mr. Cromwell, I have been designated by the 
comoiittee to repeat to you the questions which you have hitherto 
refused to answer; and before doing so I will ask the clerk to read to 
you the resolution under which we are now proceeding. 

The clerk read as follows: 

^^ResoVoed by this committee^ That the witness, William Nelson 
Cromwell, be required to answer questions propounded to him as set 
forth in the record of the proceedings of the committee which he has 
refused to answer, unless the committee shall excuse him from answer- 
ing any specific question." 

Senator Morgan. On page 1142 of the record the following state- 
ment appears: 

'' Senator Morgan. What wa^ the first work that you did in America 
for the Panama Canal Company ? 

^'Mr. Cromwell. I must beg to be excused, Senator, from the pur- 
suit of that subject, as that is a professional confidence. 

" Senator Morgan. Is the fact that you had lawsuits, or gave 
advice, or anything of that sort a professional secret? 

"Mr, Cromwell. In respect or the business of the Panama Canal 
Company, our relations are professional and confidential and I must 
beg to be excused from relating their business." 

The question is: " What was the first work that you did in America 
for the Panama Canal Company ?" W^hat is your answer ? 

Senator Hopkins. Where is the materiality of that question? It 
has to be material to the subject-matter that we are considering. 

Senator Morgan. 1 understand that the committee have passed upon 
that question. In requiring the witness to answer they have passed 
upon the question of materiality. 

What is your answer, Mr. Cromwell? 

Mr. Cromwell. With all respect to the committee, I must decline 
to answer the question, as such answer would be a violation of my 
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professional duty. My knowledge and information about the matter 
was derived in the course of my professional employment, and solely 
because of such employment. The answer would oblige me to disclose 
information affecting the interests of my client derived from profes- 
sional employment, and would compel me to disclose its private busi- 
ness affairs. The answer would disclose private business matters 
which are not within the power of the committee to investigate. 
In declining to answer, I wish again to state that I do so with the 

Erof oundest respect for the committee. As you know, and as is shown 
y the record or the committee, to which I beg leave to refer, I have 
been repeatedly examined and have answered innumerable questions. 
So far as concerns the affairs of the Panama Kailroad Company, I 
have felt that the interests of no private clients were involved, and I 
have answered most fully and exnaustively. I have not refused to 
disclose information relevant to the inquiry which the committee has 
been authorized to make, in so far as it does not involve the disclosure 
of private business matters. 

Senator Morgan. So you refuse to answer the question? 

Mr. Cromwell. For the reasons I have stated. Senator; yes, sir. 

Senator Morgan. On page 1143 the following statement appears: 

"Senator Morgan. Wnat was the principal work that you first did 
for the Panama Canal Company in America? 

"Mr. Cromwell. I do not recall what 1 did at any time in their 
affairs, and if 1 did I should not feel at liberty to state their business." 

What is your answer to that? What was the principal work that 
you first did for the Panama Canal Company in America? 

Mr. Cromwell. I make the same reply, sir, with the same explana- 
tion. 

Senator Morgan. On the same page of the record, I believe it is, 
the following statement occurs: 

"Senator Morgan. Did you conduct any business for them in 
America? 

"Mr. Cromwell. I beg to be excused from a reply to that." 

Mr. Cromwell. I make the same reply, sir, witn the same expla- 
nation. 

Senator Culberson. Mr. Chairman, I wish to ask as to the course 
of procedure. Are you simply going to read these same questions to 
the witness now and take his answer or his refusal and stop, or as these 
several (juestions are propounded, are members of the committee to 
be permitted to ask any questions? Not that I specially desire to ask 
any questions, but 1 want to understand the course of procedure. 

The Chairman. I assume that Senator Morgan intends to go along 
and read the questions and take the answer or the refusal to answer 
until he arrives at a certain point in the investigation, and then the 
matter will be taken up by the committee. I presume that is the 
intention. 

Senator Culberson. I want to call attention to these two questions 
just for a moment, so as to get my idea of it before the committee. 
The first is, What was the first work you did in America for the 
Panama Canal Company? The second is. What was the principal 
work that you first aid for the Panama Canal Company in America? 
The witness declines to answer either of them on the ground that it 
would require him to divulge the confidential relationship between 
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him and his client. Of course, the question is now whether this wit- 
ness shall be the sole judge as to whether it does involve confidential 
relations. He refuses to state what the first work that he did in America 
in reference to this matter was. He simply closes his mouth and tells 
the committee that he can not answer, and apparently the committee 
is going to accept his judgment as to whether or not it does involve 
the disclosure of professional confidence. 

Senator Hopkins. Does it not, after all, come back to the proposi- 
tion that the witness himself is the judge? Suppose the committee 
differ, however, and say that his objection is not well founded. That 
does not interfere with his standing by his own objection if he wants 
to do it. 

Senator Culberson. I understand; but I am talking for the com- 
mittee. As members of the committee, if it were made clear to us 
that these matters did involve confidential relationships and exclusively 
involve those relations, probably no member of the committee would 
desire to put himself in the attitude of wanting to compel the witness 
to answer. 

Senator Hopkins. If you will permit me, I think the questions are 
immaterial, anyway. I do not think that the Senator has a right to 
ask the witness those questions under the resolution under which we 
are conducting our investigations; and in addition to the objections 
that he makes for himself personally, I think the committee have a 
right to take exception to it on the ground that they are not material 
to the subject-matter that we are attempting to investigate and 
determine. 

Senator Kittredge. Do I understand that Senator Culberson desires 
to ask the witness any questions? 

Senator Culberson. No; I do not make any request of that kind. 
I simply wanted to know the procedure of the committee, whether or 
not we were going through these questions, asking the witness whether 
he will answer, and taking a refusal again to-day, or whether the mem- 
bers of the committee will be permitted to interrorate him with refer- 
ence to these particular matters as they arise. It seems to be the 
general intention of the committee to pursue the former course — that 
IS to say, to have these questions read and to have Mr. Cromwell take 
his action upon them, whether he will answer or decline to answer, 
and proceed. I have no disposition to interfere with that procedure at 
all, but 1 simply wanted to understand what it was. 

Senator Simmons. If the matter were before a court of justice and 
the witness sought to plead his protection, I take it that the couii; 
would require tne witness to show wherein his answer would neces- 
sarily involve the disclosure of a confidential relation; and I think 
Mr. Cromwell, as the questions are asked him, has the right, in addition 
to the refusal to answer, to show the committee by any statement he 
sees fit to make that his answer would involve the aisclosure of a 
matter of privilege. If he does not do that, that is his own fault; but 
it seems to me that the quickest way to get rid of this matter would 
be to let Senator Morgan ask him all of these questions, and after he 
has finished asking all these questions Mr. Cromwell can retire and, 
in executive session, we can decide whether, in our judgment, anyone 
of the questions are pertinent, and if pertinent whether it appears to 
us that it would involve a matter of privilege for him to answer them. 
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Senator Hopkins. Or whether we will insist on his answering. 

Senator Simmons. Yes. If we should find that it is pertinent and 
that it does not involve a matter of privilege, then, of course, we would 
insist upon his answer, otherwise we would excuse him under the 
resolution. 

Mr. Cromwell, I wish to say that every communication and every 

?dece of business which I have had at any time for the New Panama 
knal Company has been solely in connection with its interests in the 
new Panama Canal and has been exclusively of a professional character 
first, last, and all the time. 

Senator Morgan. I do not choose at this table to go into any discus- 
sion with the witness, or with even Senators, in open session in regard 
to the situation that is now presented. I will take the liberty of stat- 
ing my view of what the law is as it is now presented, and of our 
rights, duties, and privileges, and the rights ana duties and privileges 
of Mr. Cromwell, the witness. 

The law has settled one proposition by statute here, which is, that 
whatever of recalcitrancy the witness may show in his refusal to answer 
the questions that are propounded by the committee, he takes upon 
himself the risk, I will call it, of answering or refusing to answer the 
questions, and of being subjected to legal procedure, which is provided 
for particularly in the statute. On several occasions Congress in both 
branches, the Senate more particularly, 1 believe, have attempted to 
impose penalties upon a witness who refused to answer questions, such 
as imprisonment, etc. , fines, and the like of that. That matter was taken 
up in Congress and a law was passed which provides that when a wit- 
ness is recalcitrant in answering questions submitted to him by a com- 
mittee that he shall be turned over, so far as the Senate is concerned, 
by the President of the Senate on a reported statement to the author- 
ities of the District of Columbia, so that the grand jury shall pass upon 
the question of the validity and soundness of his privilege, or the reasons 
that he may have for justifying his refusal to answer. 

That is the law of this case. We have no power at all to impose any 
fine upon Mr. Cromwell, or any imprisonment, or any other punish- 
ment m the nature of a contempt proceeding for his refusal to answer 
questions. That of course would not apply to a different line of con- 
duct on his part, if anything of that sort should ever supervene, or on 
the part of any other witness; but in the refusal to answer the ques- 
tion he throws himself upon his rights and responsibilities in connec- 
tion with the law of the land as enacted by Congress. So that when a 
question is put to him he has the privilege of taking these risks, if they 
be risks, and sayine, "I refuse to answer" or '' I still refuse to answer." 

The other branch of this question is the question of parliamentary 
law. I have already adverted to it in the course of our discussions 
here this morning (m executive session). In the parliamentary pitic- 
tice as set forth in Jefferson's Manual, when the Houses, or a com- 
mittee of the Houses, or of either House examines a witness and the 
witness refuses to answer, thereupon the questions are settled, as to 
the propriety of putting them. Then the witness, after the settle- 
ment of the question, is required to answer it; and if he refuses to 
answer, I have already mentioned what is the power of the law in 
regard to visiting punishment upon him if his refusal is not justified. 
These questions have been settled by the vote of this committee. That 
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includes their pertinency, their relevancy, their propriety in every 
particular; and in that Mr. Cromwell is reserved the right of asking 
to be excused from answering either of these questions, which right, 
of course, will be propounded here upon his statement; and if the com- 
mittee desired to excuse him, he would be excused; if not, he would 
not be excused. 

So that, acting not voluntarily, but against my wishes, as the Sena- 
tor designated to propound these questions, I feel that m v duty is sim- 
ply to ask the questions again and let Mr. Cromwell make his refusal 
to answer, or answer, as he pleases. 

That is the whole subject, so far as I understand my duties in con- 
nection with this business as the designated Senator to ask these 
questions. 

Senator Culberson. Just a word further, Mr. Chairman. I agree, 
generally, with what the Senator from Alabama has stated. I call 
attention, however, to the. fact that the witness makes a general state- 
ment that all he did at any time with reference to the Panama Canal 
matters was as counsel and that necessarily, therefore, from his stand- 
point, anything he might divulge to this committee would be a disclo- 
sure of a confidential relation between him and his client. 

That answer of the witness, which is here before the committee, will 
go to the proper prosecuting oflScerof this District, under certain con- 
tingencies, and ii it is left in that shape, unanswered, unchallenged, 
you may see the effect of it. Now, this record discloses that the wit- 
ness is mistaken about that. He has said that he did things other than as 
counsel. One of my purposes in raising the question is to see how 
much this particular record here ought to disclose for the benefit of the 
prosecuting attorney in this District if he should be called upon to 
act oflScially upon this record. For instance, upon page 33 of this 
document that we have here (S. Doc. 457), Mr. Cromwell acts as a sub- 
scribing witness to an oflScial record. He can not hide himself behind 
any proposition as to his being counsel when the question of that 
record and its authenticity is raised. He must speak as a witness to 
that paper. If he acted both as witness and as counsel, the fact that 
he was counsel will not shield him from testifying here as a witness to 
that record. 

Senator Hopkins. Well, Senator, the record speaks for itself, and 
there is nothing involved in that paper of a material character. 

Senator Culberson. 1 am referrmg to that particular thing only to 
show that Mr. Cromwell is mistaken when he says he has acted in no 
other capacity at any time, through these whole transactions with 
respect to this canal matter, than as counsel. 1 only instance that 
because there are others in this voluminous record carrying out the 
same idea. I only instance that to show that he acted in that matter 
as a subscribing witness; and the books are full of authorities to the 
effect that he can not shield himself from testifying about that paper. 

Senator Morgan. If I may interrupt the Senator from Texas, I 
would like to say again that we are discussing matters now that have 
been passed upon by this committee. These q^uestions are all here 
in print. They are submitted in connection with an argument and 
statement of facts in their support. The committee have decided that 
Mr. Cromwell's privilege, so far as the record shows it, does not excuse 
him from answering these questions. That is decided. Equally the 
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materiality of the subject-matter inquired about is decided by this 
action of the committee. Equally the relevancy as to the general sub- 
ject committed or charged is decided. So that nothing remains for 
this committee to do at all except to repeat the questions to Mr, Crom- 
well, as an order of the committee that he shall answer them. 

Senator Culberson. Very well, Senator. I shall not pursue it any 
further, then. 

Senator Morgan. Yes; that is all. Then, the other questions, relat- 
ing to the verity of his statements, and the shelter that he claims of a 
professional sort, are questions that must be dealt with by the legal 
authorities of the District of Columbia, not by us. 

The Chairman. Please proceed with your questions, then, Senator 
Morgan. 

Senator Morgan. Very well. 

The next question that you declined to answer is as follows (p. 1143): 

"Senator Morgan. Did you conduct any business for them in 
America? 

**Mr. Cromwell. I beg to be excused from a reply to that." 

Do you still refuse to answer that question? 

Mr. Cromwell. 1 make the same reply. Senator, with the same 
explanation as that which I gave in connection with my answer to your 
first question this morning. 

Senator Morgan. You refuse to answer the question? 

Mr. Cromwell. For the same reason; yes, sir. 

Senator Morgan. The next is (p. 1143): 

" Senator Morgan. What was your salary as general counsel of that 
company? 

"•Mr. Cromwell. I beg to be excused from reply." 

Do you refuse to reply? 

Mr. Cromwell. 1 have answered the question. The context shows 
that I have already made reply upon that .question. 

Senator Morgan. You refuse to reply ? 

Mr. Cromwell. Further than I have, yes, sir; in the record of the 
case, for the same reason and with the same explanation that I have 
already given in answer to your first question. 

Senator Morgan (reading from same page): 

*' Senator Morgan. You do not propose to tell anything about what 
you did or what you received from that company ? 

''Mr. Cromwell. 1 do not consider myself at liberty to discuss the 
professional relations of a client." 

Did you mean thereby to refuse to tell ? 

Mr. Cromwell. 1 make the same reply, sir, with the same explana- 
tion. 

Senator Morgan. Make your reply to that. 

Mr. Cromwell. Yes, sir; the same reply. 

Senator Morgan. You refused to tell, and vou still refuse to tell? 

Mr. Cromwell. I make the same reply ttat I did in the first 
instance. 

Senator Morgan. No, no. Answer my question directly. You 
did refuse and you still refuse to reply to that question ? 

Mr. Cromwell. I decline to answer, for the reasons already given 
in respect to my first answer, and with the explanations accompany- 
ing it. 
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Senator Morgan. Again [reading from same pagej: 

'' Senator Morgan, lou have mentioned alreaoy that you received 
$200,000 from them, and that it was in installments, not annually 
exactly, but as you called for them. You have mentioned that fact. 
Was that a professional confidence? 

''Mr. Cromwell. I have mentioned it, sir, out of good nature, 
perhaps. 

"Senator Morgan. Was that in payment for work that you did in 
the United States? 

"Mr. Cromwell. I beg to be excused from replying. Mv service 
was general and broad, and covered trips to Europe and '' 

Did you intend to refuse to answer tnat question — "Was that pay- 
ment for work that you did in the United States? " — Was that your 
intention, to refuse to answer that question? 

Mr. Cromwell. I have already answered, sir, as fully 

Senator Morgan. That will not do any more. You must answer 
these questions, and not say: " I have already answered." 

Mr. Cromwell. I decline to answer other than I have already 
answered. 

Senator Morgan. You refuse to answer that question ? 

Mr. Cromwell. I do, sir, with the explanation and statement I have 
already made in connection with the first answer. 

Senator Morgan (reading from same page): 

" Senator Morgan. Were they paying you for your personal influ- 
ence upon the United States or the people of the United States and 
the Congress of the United States, or were they paying you for pro- 
fessional services ? 

"Mr. Cromwell. For professional services. 

" Senator Morgan. Exclusively? 

"Mr. Cromwell. Yes, sir. 

"Senator Morgan. And, although you stated that you received 
$200,000 from them, you decline to state any business that you did for 
them at all ? 

"Mr. Cromwell. I do. 

" Senator Morgan. And you cover that under a prof essional con- 
fidence? 

" Mr. Cromwell. I do; and also because 1 think this committee has 
no power to go into such subjects, but that I do not pass upon." 

The question was, " Were they paying you for your personal influ- 
ence upon the United States or the people of the United States and 
the Congress of the United States, or were they paying you for pro- 
fessional services? " What is your answer to that? 

Mr. Cromwell. My answer is now as it was then. 

Senator Morgan. Exclusively for professional services? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. The next question is (p. 1143). 

"Senator Morgan. And, although you stated that you received 
$200,000 from them, you decline to state any business that you did for 
them at all? 

"Mr. Cromwell. I do." 

Do you still refuse? 

Mr. Cromwell. Yes, sir; for the same reason, and with the same 
explanation. 
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Senator Morgan. Referring to page 1144 of the record, I read: 

''Senator Morgan. Was your business in any wise connected with 
the lobbying of measures of the Panama Eailroad Company through 
Congress? 

"Mr. Cromwell. No, sir. 

"Senator Morgan. Or advocating them before committees of Con- 
gress? 

"Mr. Cromwell. I have appeared before committees of Congress. 

" Senator Morgan. At the instance of that company ? 

"Mr. Cromwell. Yes, sir; as counsel for the company. 

"Senator Morgan. That is one thing that we have got, anyway. 
Were you paid for that? Have you been, to any extent, and what? 

" Mr. Cromwell. I can not differentiate, Senator, and I must decline 
to go further into that subject. 1 have rendered no bill for individual 
services. 

" Senator Morgan. I did not suppose that you had rendered any 
bill and 1 did not ask you if you had. I asked whether or not you had 
been paid for the service in whole or in part? 

" Mr. Cromwell. I decline to proceea further into the discussion 
of that topic." 

Do you still decline to make answers upon the questions that were 
then propounded to you, as I have read them? 

Mr. Cromwell. I do, sir; and for the same reasons, and with the 
same explanation that I stated in answer so fully to the first question 
that you propounded to me this morning. 

Senator Morgan (reading from page 1145 of the record): 

" Senator Morgan. What arguments or propositions or offers did 
you make as the counsel of the ranama Canal Company to other per- 
sons besides those you addressed to the President or the United States, 
to the Secretary of State, and to the chairman of the Committee on 
Interstate and Foreign Commerce of the House? 

"Mr. Cromwell. I decline to answer, on the ground that it is a pro- 
fessional confidence." 

Do you still decline on that ground? 

Mr. Cromwell. Yes, sir. 

Senator Morgan. You refuse to answer? 

Mr. Cromwell. Yes, sir; for the same reason, and with the same 
explanation. 

Senator Morgan. You still refuse? 

Mr. Cromwell. Yes, sir. 

Senator Morgan (reading from page 1146): 

"Senator Morgan. Do you decline to answer in explanation of 
what you have stated in those written communications? 

"Mr. Cromwell. I do. 

"Senator Morgan. You do? 

"Mr. Cromwell. Yes, sir. 

" Senator Morgan. You will give no explanation of them? 

"Mr. Cromwell. I will not." 

Do you still refuse to give any explanation of them? 

Mr. Cromwell. I do, sir; for the same reason, and with the same 
explanation that I have already given. 

Senator Morgan (reading from same page): 

" Senator Morgan. You seem disposed to treat the subject with 
contempt. I do not understand that. You had a contract with the 



INVESTIGATION OF PANAMA CANAL MATTEES. 3201 

Panama Canal Company which bears date November 21, 1899. Do 
you recall that contract? 

''Mr. Cromwell. What contract? 

" Senator Morgan. The contract made with the canal company on 
November 21, 1899. 

''Mr. Cromwell. I do not recall any contract. Senator. 

'*• Senator Morgan. Do you recall any power of attorney or author- 
ization that they gave to you of that date? 

''Mr. Cromwell. 1 do not recall it by its date; no, sir. There may 
have been some instiiiment that passed at that time, but the date does 
not identify it to me. 

" Senator Morgan. I will read the first part of it to you to see 
whether you recall it [reading]: 

" ' Mr. William Nelson Cromwell is exclusively empowered under 
the formal agreement with the board of directors of the Compagnie 
Nouvelis du Canal de Panama (New Panama Canal Company of 
France) to effect with an American syndicate the Americanization of 
the Panama Canal Company under the following basis.' 

" Do you recall that? 

"Mr. Cromwell. I recall that there was a proposal of that kind. 

" Senator Morgan: That was not made with you as general coun- 
sel, was it? 

" Mr. Cromwell. Yes, sir. 

"Senator Morgan. Is that a professional secret? 

"Mr. Cromwell. Yes, sir. 

"Senator Morgan. Unfortunately I shall have to reveal it for you. 
I will read it. [Reading.] 

"AMERICANIZATION OP THE PANAMA CANAL. 
*'THE PANAMA CANAL COMPANY OP AMERICA. 

"Mr. William Nelson Cromwell is exclusively empowered under 
the formal agreement with the board of directors of the Compagnie 
Nouvelis du Canal de Panama (New Panama Canal Company of 
France), to effect with an American syndicate the Americanization of 
the Panama Canal Company under the following basis: 

"Z American company. — A new corporation shall be organized 
under the laws of the State of New York, or New Jersey, or Dela- 
ware, under the name of 'The Panama Canal Company of America' 
(or other title), which company shall have for its principal object the 
completion, maintenance, and operation of the Panama Canal, and 
any other object that may tend to the realization of that purpose, as 
well as such other objects that may be set forth in the articles of 
incorporation. 

"The articles of incorporation shall prescribe that at least three- 
fourths in number of the entire board of directors shall be citizens of 
the United States, and that the principal office of the company shall 
be located in the United States. 

"77. Capitalizaticm. — Preferred stock, 600,000 shares of $100 each, 
$60,000,000. 

"(«) Entitled to preference over the common stock in dividends 
which may be declared in any year to the extent of 5 per cent; and 
also entitled to participate pro rata with the common stock in all dwi- 
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dends which may be declared in any year in excess of 5 per cent upon 
the preferred stock and 5 per cent upon the common stock. 

'' (J) Entitled to preference over the common stock, to the extent 
of the par value thereof, upon liquidation of the company. 

''Common stock, 450,000 shares of $100 each, $46,000,000. 

"The common stock, subject to the aforesaid preferences in respect 
of the preferred stock, is entitled to the dividends which may be declared 
in any year to the extent of 5 per cent; and also is entitled to partici- 

Sate pro rata with the preferred stock in all dividends which may be 
eclared in any year in excess of 5 per cent upon the preferred stock 
and 5 per cent upon the stock. 

' ^IIl. Both classes of stock shall have like voting powers. — The Ameri- 
can companv, in consideration of $100,000,000 (of which $55,000,000 
shall be paid in such preferred stock and $45,000,000 in such common 
stock), will purchase and acquire from Mr. Cromwell, or his nominees: 

"(a) The Panama Canal and concessions (and all existing deposits 
under such concessions), including all the canal works, plant, machmery, 
buildings, and all other real and personal fixed and movable property 
upon the Isthmus of Panama belonging to the Compagnie Nouvelle 
du Canal de Panama (the French company), or in which the latter 
may be interested; all plans, surveys, reports, data, and records per- 
taining to the canal; also all lands ceded gratuitously by the Cofom- 
bian Government under paragraphs 7 and 8 of Article I of the con- 
cessions necessary for the requirement of the construction and opera- 
tion of the canal. (The subsidy lands granted by Article IV of the 
concessions and not upon the line of the canal are exempted from this 
transaction.) 

" (J) The American company will also acquire the rights of every 
nature belonging to the French company in the 68,534 snares of stock 
(out of the total issue of 70,000) of the Panama Railroad Company, a 
corporation created in 1849 under special act of the legislature of the 
State of New York. 

"These railroad shares are to become the. absolute property of the 
American company upon the completion of the canal, without any 
further payment whatever. In the meantime they will continue to be 
held in trust (as at present is the case in respect to the French com- 
pany) to abide the fulfillment of said condition. 

"(c) The American company also shall receive $5,000,000 in cash as 
a part of this transaction. 

"(<?) The American company also will have $5,000,000 preferred 
stock remaining in its hands for future sale. 

"/Fi Absolute title to property and freedom from mortgage sale. — 
The title of the American company to the property and concessions so 
to be acquired shaltobe absolute (subject to said provisions as to said 
Panama Railroad Company stock), and such property and concessions 
shall be free and clear of any mortage or other lien. 

"All money payments and deposits (amounting to many millions of 
francs) required by the concessions to be made to the Republic of 
Colombia have been made to date and the concessions are in ruU force. 
A large portion of the canal works is already constructed, and it is not 
doubted that the period (October, 1904) fixed by the concessions for 
the entire completion of the canal will be extended by Colombia in due 
course (as on each previous occasion) for such further period as may be 
found necessary, and that Colombia will thus continue to further the 
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undertaking which is of such vast concern to its national and commer- 
cial welfare. 

" V. Provision Jbr completion^ oj^ canal hy bond issv^e. — The board of 
directors shall be empowered to create, issue, and sell bonds, secured 
by mortgage or mortgages upon all the canal property, concessions, 
etc., of tne American company, acquired and to be acquired; and also 
to determine the amoimt of such bond issues, the rate of interest upon 
such bonds, and the conditions and price of issue. To comply with 
the requirements of the charter of the French company, there shall be 
accorded to the shareholders and bondholders of the ' Universal Inter- 
oceanic Canal Company in Liquidation' (the original French company) 
a right of preference to subscribe for one-half in amount of such bonds. 

" VL Twenty -two million iive hundred thousand dollars com/tnon 
stock trust. — Agreeably to the requirements of the syndicate, a trust 
shall be* established by Mr. Cromwell or his nominees, in respect of 
$22,500,000 par value of the shares of the conmaon stock acquired by 
him or them, or in respect of trust certificates for such shares. The 
shares or trust certificates (and all dividends thereon) embiticed in said 
trust («) may be disposed of by the trustees for the best interests of 
said certificate holders or shareholders and of the other stockholders 
of the American company, at such time and in such manner, under 
such conditions, and to such ends as they may deem advisable; and (i) 
upon the tennination of the trust the shares or trust certificates and 
mouCTs then in hand shall be distributed for the best interests of such 
certificate holders or shareholders and the other stockholders of the 
American company, at such time, in such manner, under such condi- 
tions, and to such ends as the trustees may deem advisable; and in the 
meantime such share or trust certificates may, by the trustees, be 
voted for the election of such board of directors of the American com- 
pany and for such acts and measures as they deem to the best interests 
of the syndicate and of the stockholders of the American company. 

"The trustees shall be five in number; a majority shall be citizens 
of the United States; of said trustees, two citizens of the United States 
shall be designated in the first instance by the advisory committee, 
and the vacancies in respect of two such memberships shall be filled by 
the holders (acting by and through a majority in interest) of the shares 
of the trust certificates purchased by the syndicate. 

''This trust shall continue until ten years after the opening of the 
canal to commerce unless sooner terminated pursuant to the terms of 
the contra,ct or trust covering the subject. 

" VIL Guaranty to American syndicate of full minority representa- 
tion in directory of Americam, company. — Agreeably to the require- 
ments of the syndicate, provision shall be made whereby the holders 
of the shares or trust certificates purchased by the syndicate shall be 
entitled to designate and cause to be elected the full minority (to wit, 
one less than a majority) of the members composing the board of 
directors of the American company until ten years after the opening of 
the canal to commerce unless such right be sooner terminated pur- 
suant to the terms of the contract or trust covering the subject. Such 
minority shall, in the first instance, be designated by the advisory com- 
mittee, and thereafter by such holders of shares or trust certificates, 
acting by and through a majority in interest of such holders; and all 
nominees of such holders or advisory board committee shall be citizens 
of the United States. 
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^^yilL Execution of pUm. — It is understood that the articles of 
incorporation, by-laws, trust deeds, contracts, and other instruments 
requisite for the accomplishment of the plan are necessarily subject to 
the approval of the French company, upon the acceptance bj it of 
stock in payment from Mr. Cromwell, or his nominees; and it is also 
recognized that the unique character of the enterprise, the inter- 
national interests involved, and the special circumstence of the case 
reauire that plenary discretion and power be possessed by Mr. Crom- 
well to effect the Americanization of the canal. 

"It is therefore understood and agreed that Mr. Cromwell may pro- 
ceed to negotiate, determine, and agree upon all plans, terms, agree- 
ments, conditions, questions, and details wnich he may deem necessarv 
and advisable in respect of the purposes herein generally indicated, 
including the terms and provisions of all trusts and agreements which 
he may deem advisable to have established or made; the articles of 
incorporation and by-laws of the American company, which may include 
adequate provisions for the redemption and retirement of the capital 
stock, any merger, consolidation, reincorporation, dissolution, or other 
disposition, arrangement, or rearrangement of all or any of the prop- 
erty capitalization and concerns of the company upon any considera- 
tion approved by the board of directors and the nolaers of the specified 
proportion (not less than two-thirds) of the capital stock of the com- 
pany outstanding at the time being, all titles, property, and tranfers, 
all stock issues and trust certificate issues, and every other subject or 
matter which he may consider to be involved in the execution of the 
plan, and his action in any such regard shall be and become part hereof 
as if herein set forth; and, further, that he and any member of the 
advisory committee and counsel, like others, may become a subscriber 
to the syndicate agreement and be eligible to any trusteeship or direc- 
torate, and may occupy any official or personal relation to said enter- 
prise without accountability for any benefit derived therefrom. 

"All the terms and provisions or this plan may be carried out by 
contracts, trusts, or otner legal methods, and certificates for shares of 
such stock or negotiable certificates of trust or other evidence of inter- 
est (daily registered with a trust company in the city of New York) 
shall be issued and delivered by the syndicate subscribers. 

"7X. Advisory committee and counsel, — Messrs. , 

are constituted an advisory committee of the syndicate 

subscribers with the professional assistance of Messrs. Sullivan & 

Cromwell and Mr. , as counsel, to possess and exercise the 

powers specified in Division VI and VII hereof and to advise with 
Mr. Cromwell in the execution of the plan. The reasonable charges 
and expenses of said committee shall be discharged by the trustees of 
the stock trust to be created under Division VI nereof . 

"Dated November 21, 1899. 

"Americanization of the Panama Canal. 

"Syndicate subscription agreement, $5,000,000. 

"Referring to the foregoing plan, we, the undersigned, each for 
himself and not for the other, m consideration of $1 to each of us in 
hand paid by William Nelson Cromwell, the receipt whereof is hereby 
acknowledged, and of our mutual subscriptions, do hereby severally 
subscribe for, and do agree with said William Nelson Cromwell to 
purchase and from him to take — 

" One hundred dollars par value of the preferred capital stock, or, 
at his option, negotiable prefferred-stock trust certificates for all or 
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any part thereof; and $200 par value of the common capital stock, or, 
at his option, negotiable common-stock trust certificates for all or any 
part thereof, issued in respect of capital stock of the American cor- 
poration to be created under the foregoing plan. 

''For each $100 in money, to the amount set opposite our respective 
names, and to pay for the same upon the call of the said William 
Nelson Cromwell, provided such call be not made prior to February 1, 
1900, and fifteen days' notice be given of such call. 

''Payments shall be made to Trust Company, in the city of 

New York, and shall by it be paid over to the American company upon 
the order of Mr. Cromwell against the receipt of such trust company 
from him for account of the subscribers of the stock or trust cer- 
tificates purchased by them hereunder. 

"It is understood and agreed that this agreement shall not be bind- 
ing unless subscriptions be made and allotted to the full amount of 
$5,000,000, and that owing to the special circumstances of the case and 
in the interests of all, Mr. Cromwell shall have the right and power to 
reject or to reduce any subscription hereunder at any time before final 
allotment by him, and also that he may deliver certificates for the 
shares of such stock or trust certificates to any extent within the 
respective classes of preferred and common stock or trust certificates 
that he may find desirable. 

" This agreement shall bind, and is for the benefit of the parties 
hereto and their respective executors, administrators, survivors, and 
assigns, and may be executed in several parts or copies with the same 
force and effect as if all the subscription agreements were to be one 
part or one copy thereof. 

" Dated November 21, 1899." 

*' Senator Morgan. Did you prepare that paper? 

^' Mr. Cromwell. I decline to answer. 

" Senator Morgan. On what ground? 

'^ Mr. Cromwell. On the ground that it is a professional communi- 
cation. 

" Senator Morgan. I will read this first paragmph again: 

' ' ' Mr. William Nelson Cromwell is exclusively empowered under the \ 
formal agreement with the board of directors of the Compagnie Nou- ■ 
velle du Canal de Panama (New Panama Canal Company, of France), 
to effect with an American syndicate the Americanization of the Pan- 
ama Canal Company under the following basis.' * 

"Mr. Cromwell. That was a fruitless suggestion of the company 
which came to naught and under which I acted as their counsel solely. ' 
For that reason I decline to enter into a discussion of it any more than 
I would into any other affair of theirs. 

'* Senator Morgan. You put it upon the ground that it was a profes- 
sional arrangement with that company? 

" Mr. Cromwell. Yes, sir. 

" Senator Morgan. Well, if so, why do you stipulate in this proposi- 
tion that William Nelson Cromwell shall receive the fees that were 
coming in consequence of any legal services? 

"Mr. Cromwell. It does not say so. 

" Senator Morgan. Well, what aoes it say then? 1 will see. 

" The Chairman. Is that paper signed? I did not hear any signa- 
tures read. Are there any signatures attached to that paper? 

"Senator Morgan. No, sir; there are no signatures to it, and none 
needed when a party swears that he executed such a contract. 
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'^ Mr. Cromwell. It is not a contract; it is an abortive project." 

Do you still decline to answer the question, "Did you prepare that 
paper?" after you have heard what you testified to before? 

Mr. Cromwell. I do, sir; for the same reasons and with the same 
explanation that 1 have given in connection with my answer .to your 
first question. 

Senator Morgan (reading) : 

"Mr. Cromwell. Nothing was ever done under it. 

"Senator Kittredge. Senator Morgan, have you asked the one 
question that you desired to ask before answering the question that I 
suggested? 

" Senator Morgan. I had read that to him, and he had made a state- 
ment in regard to it. 

"Have you a copy of the ' agreement with the board of directors of 
the New ranama Canal Company to effect with an American syndicate 
the Americanization of the JPanama Canal Company i^pon the follow- 
ing basis?' 

"Haveyou a copy of that agreement? 

"Mr. CTromwell. I beg to be excused from pursuing that subject, 
because it involves confidential and professional relations. I do not 
wish to be impolite, and I do not wish to be constantly making the 
statement that may seem a little harsh; but I say, once and for all, 
that all these matters are confidential." 

Do you still refuse to answer the questions propounded to you in 
those mterrogatories? 

Mr. Cromwell. I do, sir; for the same reasons and with the same 
explanation as already given. 

Senator Morgan. Do you refuse to answer? 

Mr. Cromwell. I said 1 do, sir; make the same reply, upon the 
same ground set forth at length in my reply to your first question to- 
day, which I herein adopt in full. 

Senator Morgan. On page 1167 of the record is the following: 

" Senator Morgan. Mr. Cromwell, yesterday in speaking of a paper 
that is in the record, concluding on page 1160 of tnis testimony, you 
say of that paper: 

" * It is not a contract. It is a power of attorney to me, as general 
counsel of the company, written in my name, to accompany broad 
plans which the board of directors considered. It never matured into 
anything. It never was consummated, either by subscription or by 
assent, and it is obsolete and an impracticable thing — proved so to be. 
It has no life or force of being, did not exist, and never has existed, 
and is as dead as a doornail.' 

" Was it ever signed? 

"Mr. Cromwell. I will make. Senator, the same reply I have 
heretofore. 

" Senator Morgan. What is that? 

"Mr. Cromwell. That the whole subject is covered by the seal of 
professional confidence. 

" Senator Morgan. How long would that professional lockjaw last — 
from the time you were first employed down to this date? 

" Mr. Cromwell. It exists now. 

" Senator Morgan. When did it begin ? 

"Mr. Cromwell. It began with my employment and continues 
now. 
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" Senator Morgan. When was that? When was the employment? 

"Mr. Cromwell. When was my employment by the New !ranama 
Canal Company? 

" Senator Morgan. Yes, sir. 

"Mr. Cromwell. In 1896. 

" Senator Morgan. And this is 1906. You apply that cloture to all 
questions asked of you in regard to all of your transactions from that 
time to this in connection with that company, do you? 

"Mr. Cromwell. I do, sir." 

Hearing the question again, from what I have read, to you, do you 
still refuse to answer the questions propounded to you in these inter- 
rogatories? 

Mr. Cromwell. I do, sir; for the same reasons and with the same 
explanation which accompanies my reply to the first (][uestion. 

benator Kittredge. It is now 12 o'clock, Mr. Chairman. 

Senator Morgan. Then we will have to adjourn. 

Mr. Cromwell. May I be permitted to make a suggestion? If I 
could in any way assist the committee by considering these questions 
as read, ana the same answer as made 

Senator Morgan. No; I do not choose to take it that way, and the 
committee can not do so, because you might want to be excused from 
some of them. 

(After an informal discussion as to when the next meeting should be 
held, the committee adjourned until Tuesday, June 26, 1906, at 10.30 
o'clock a. m.) 
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United States Senate, 
Committee on Inteboceanic Canals, 
Washington^ D. C, Tuesday^ January M, 1907. 

The committee met at 10.30 o'clock a. m. 

Present: Senators Millard (chairman), Knox, Kittredge, Ankeny, 
Morgan, Carmack, Taliaferro, Simmons, and Culberson. 

The conmiittee met in executive session and, upon motion of Sen- 
ator Culberson, seconded by Senator Taliaferro, tne committee voted 
to have printed in the record of the hearings the following cor- 
respondence relating to the alleged basis of rumors in regard to the 
results of recent borings on the site of the proposed locks at Gatun, 
ei/C • 

United States Senate, 
Committee on Interoceanic Canals, 

Wa^hington^ Z>. C, January 8, 1907. 

Dear Sir : At a meeting of the committee held this morning it was 
reported by one of the members that the borings for the locks at 
Gatun and on the Pacific side of the Culebra cut had been found 
unsatisf actorv, and that the proposed lock on the Pacific side had 
been changed some 2 or 3 miles from the original point designated. 
It has also been reported that the borings at Gatun were found to 
be very unsatisfactory, and it is the desire of the committee- that be- 
fore Tuesday morning next (when our regular meeting will be held) 
you give us full information in regard to the borings at this point, 
and also any other borings that may have been had during the past 
year. It is the wish of the committee that this be as full and com- 
plete as possible, as the rumor seems to indicate that at Gatun espe- 
cially the conditions have been found very unfavorable. 
Respectfully, yours, 

J. H. Millard, CJiairman. 

Hon. Theodore P. Shonts, 

Chairman Isthmian Canal Commission^ Washington^ D. C. 



Isthmian Canal Affairs, 
Office of Administration, Panama Canal Building, 

Washington^ D. (7., January^ H^ 1907. 

Sir : I have the honor to acknowledge the receipt of your letter of 
January 8, stating that at a meeting held that date one of the mem- 
bers of your conmiittee reported that the borings for the Gatun locks 
and for the locks on the Pacific side had been found very unsatisfac- 
tory, and that the Pacific lo<^s had been changed 2 or 3 miles from 
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the original location, and requesting complete information relative 
to borings before the next meeting of the committee, to be held Tues- 
day morning, January 15. 

I have caused to be prepared by those members of the engineering 
committee of the Commission now in Washington (Messrs. Endicott, 
Hains, and Harrod) a statement with respect to the inquiries set 
forth in your letter, and transmit the same to you herewith. 

In order, however, that you might be advised of the results of all 
borings and investigations of a later date than those of which the 
engineering committee was advised, which included all those up to 
the time of its latest visit to the Isthmus in November last, a cable 
was sent to the chief engineer, Mr. Stevens, requesting that he advise 
me of the result of all borings to date, to which the following reply 
has been received : 

One hundred and twenty-seven holes have been bored at Gatun lock site, cov- 
ering area 1,200 by 5,000 feet. All carried well below bottom lock walls, and 66 
to depth of 50 feet or more below sea level, and all show that lock walls will 
rest on firm and suitable soft rock. Thirty-six borings made covering area of 
controlling gates for spillway. All show safe foundation in soft rock. Three 
lines of borings, 63 in number, all extending to rock, have been made across 
valley Chagres, covering dam site. Pervious material in only four holes, and 
these below 200 feet. Pedro Miguel lock walls: Ten borings have been made 
below foundations, all showing rock suitable for foundations. Test pits Gatun 
and Pedro Miguel so far all show harder material than cores from borings. 

While the report of the members of the engineering committee and 
the cable from Mr. Stevens relate primarily to the lock sites, your 
attention is called, nevertheless, to the statement that " there is noth- 
ing in the later examinations made affecting the practicability or 
permanence of the Gatun dam." 
Very respectfully, 

T. P. Shonts, Chairman, 
Hon. J. H. Millard, 

Chairman Committee on Interoceanic Canals^ 

United States Senate. 

P. S. — It is requested that, if practicable, the blueprints trans- 
mitted herewith be returned after they shall have served your pur- 
pose, as they are nearly all made from tracings on the Isthmus, and 
therefore would require considerable time to be replaced. 

T. P. S. 



Isthmian Canal Commission, 
Washington^ D. (7., January 12^ 1907. 

Dear Sir: In compliance with the request of Senator J. H. Mil- 
lard, chairman Senate Committee on Interoceanic Canals, of date 
January 8, 1907, referred to the engineering committee, it has the 
honor to transmit the following information concerning the borings 
at Gatun, accompanied by plans of all borings that have been made 
heretofore. This information is as full and complete as possible, 
including everything bearing on the subject of the Senator's letter 
which is on file in this office. 

No. 1. — Blueprint showing locations of borings on lock site and dam site 
at Gatun. 
No. 2. — ^Blueprint showing borings additional to those on sheet No. 1. 
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No. 3. — Blueprint showing profiles of borings on or near the axis of the 
Gatun dam. 

No. 4. — Blueprint showing location of borings for the Gatun lock site, and 
the axis of the location adopted for the lock. 

No. 5. Series of six blueprints showing profiles on boring lines to develop 
the lock site at Gatun. 

Nos. 6 and 7. — Blueprints showing borings on cross sectional lines through 
the lock site and the relative position of the lock walls. 

No. 8. — Blueprint showing the stratification of material and the top of 
lock wall and level of lock fioor on a profile along the axis of the locks, and 
also profiles on parallel lines 170 feet east and west of the axis of the locks. 

The Commission at its meeting on November 20, 1906, directed the 
continuance of examinations to furnish information for the design- 
ing of locks, by sinking test pits under the lock walls, and the testmg 
of block samples from these pits, to determine the bearing power oi 
the material and other physical characteristics. 

The materials disclosed by the observations of the strata under- 
lying the lock site show, below the surface soil, either what is de- 
nominated by the engineers in the field as " indurated clay " or 
" chopped sand and clay." These terms may be misleading. The 
chopped material is different from the " indurated clay " and seems 
to be a sort of hardpan or conglomerate, either of which will make a 
good foundation. Referring to the physical, and not to the geological 
character of these formations, the " indurated clay " has a rock-like 
consistency which resists compression and erosion, and makes an 
entirely satisfactory foundation for the proposed lock structures. 
This is established by the borings and by the exposure of the material 
in the French work at the dry dock at Cristobal. 

By the term "chopped," in connection with the other material, 
is designated the method found most rapid and economical in pen- 
etrating it with boring tools. While a diamond drill was used in 
the so-called " indurated clay," a chopping bit was found most useful 
in the other material. It could have been taken out in cores by a 
diamond drill, and, in fact, this process was used at times. The 
terms are not intended to convey an impression of the value of their 
physical properties for a lock foundation. An opinion of the relative 
values of the two materials for foundation purposes is expressed in 
correspondence by Mr. Stevens, chief engineer, as follows : 

It will be noted that under the so-called indurated clay in cross sections 1, 
2, and 3 exists what is called blue clay and sand — clay, gravel, and fine sand, etc. 

This material, while not so hard as the so-called indurated clay, is in every 
respect an equally good and sufficient foundation in my opinion for the locks 
or a structure of any weight or importance. In fact, if there were not a 
particle of indurated clay in Gatun Hill I would not have the slightest hesi- 
tancy in founding the whole structure on this material. 

I beg in this connection to inclose under separate cover a sample of this 
material, which was taken as a core from the borings as it is found in cross 
section 1 as the material underlying the indurated clay, and I think you will 
agree with me that there is no doubt whatever as to its character for founda- 
tion purposes. I believe it is as good as indurated clay and good enough in 
any case. 

We know of no foundation for the report " that the proposed lock 
on the Pacific side has been changed some 2 or 3 miles from the orig- 
inal point designated." The locks, both at Pedro Miguel and Sosa, 
occupy substantialljr the sites chosen bj the minority of the advisory 
board. These locations were necessarily general. When special ex- 
aminations were made, it was found that the rock foundation for the 
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locks at Pedro Miguel did not extend over the entire area covered by 
the structure, and a slight shifting of their position may be advisable, 
but there have been no other changes contemplated. 

In conclusion, we state that the investigations which the Commis- 
sion has continued have thus far led to no disclosure of extraordinary 
difficulties requiring changes of previous plans. The continuation 
of surveys has for its object the complete aaapjtation of the design of 
locks and other features of the plan to the existing surface and sub- 
surface conditions. 

There is nothing in the later examinations made affecting the prac- 
ticability or permanence of the Gatun dam. 
Very respectfully, 

MORDECAI T. EnDIOOTT, 

Chairman Engineering Committee, 
T. P. Shonts, 

Chairman Isthmian Canal Commission. 



Isthmian Canal Affaibs, 
Office of Administration, Panama Canal Building, 

Washington^ D. (7., January 29^ 1907. 

Sir : In further reply to your letter of January 8, 1907, reauesting 
complete information relative to borings upon the Gatun ana Pedro 
Miguel lock sites, I beg to forward herewith a copy of a letter from 
the chief engineer, Mr. John F. Stevens, under oate of January 12, 
1907, reportmg more fully upon the subject of your inquiry than in 
his cable of the same date, which I laid before you in my letter of 
the 14th instant. 

It will be seen that this report confirms fuUy, after further study 
of the examinations, the data and conclusions given in his cable with 
respect to the Gatun and Pedro Miguel lock foundations. It further 
reports a series of 36 borings extending to or below sea level upon 
the site proposed for the Gatun dam spillway, with the most satis- 
factory developments. 

Your attention is also called to that portion of the report relatinfl[ 
to examinations across the valley of the Chagres, upon the lines of 
the dam, and the satisfactory indications set forth, as bearing upon 
the successful founding of that structure. 

I shall take pleasure m forwarding to you promptlv further repeats 
and data upon these investigations as they come to hand. 
Very respectfully, 

T. P. Shonts, Chairman. 

Hon. J. II. Millard, 

Chairman Senate Committee mi Interoceanic Canals. 



Isthmian Canal Commission, 
Department op Construction and Engineering, 

Culebra^ January It^ 1907. 

Sir: I b^ to acknowledge receipt of your cable of January 9, 
reading as rollows: 

Cable, for information Senate Committee on Interoceanic Canals, statement 
of resolts all borings and examinations at Gatun dam and lock site and Pedro 
Miguel kx^ site. Most have statement this week, but desire yon follow caMe 
with greater dirtalls by maiL 
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I have cabled you to-day a long reply, and beg leave to confirm by 
letter as follows : 

We have taken time to go over again very carefully all of the bor- 
ings made both at Gatun and Pedro Miguel, and the result, from my 
point of view and my engineers, who have carefully watched the 
work of exploration personally from its inception down to the present 
time, is as follows : 

One hundred and twenty-seven holes have been bored on the site of 
the locks at Gatun, these borings covering an area of 1,200 feet wide 
and 4,200 feet long, and show conclusively, in our opinion, that it is 
possible to build three duplicate locks, this area having usable dimen- 
sions of 100 by 1,000 feet, with foundations for the lock walls at all 
points supported on a firm and suitable soft rock. 

All of these holes have been carried well below the bottom of the 
lock walls, and 66 have been extended to a depth of 60 feet or more 
below sea level. 

On the site of the proposed spillway 36 test bore holes have been 
put down, covering the whole area to be included by the controlling 
gates on the walls. 

All of these 36 borings extend to or below sea level and indicate a 
good and sufficient foundation in soft rock. 

We have now completed three parallel lines of test bore holes, 63 in 
number, across the whole width of the valley of the Chagres to be 
closed by the dam, all of these extending down to rock, and all of 
them are what are known as dry holes. 

Pervious material, or material which can possibly be penetrated by 
water, has been found in onlv 4 of these 63 holes, and this only at 
depths of 200 feet below perfectly impervious soil. In other words, 
there is a 200- foot blanket of impervious soil found at these bore holes 
before any pervious material is encountered. 

At the site of the proposed locks at Pedro Miguel 10 borings, dis- 
tributed over an area bounded by the lock walls, 2,000 feet long, have 
been bored to below the bottom of the lock walls, and all show that 
the foundations of these walls will be in rock of varying hardness 
and perfectly suitable for foundations. 

It is possible that some of these foundations at Pedro Miguel, if 
exposed to the heavy action of the weather, would wear away, and it 
would probably be necessary to cover the floor of the lock chamber 
with concrete, when, of course, it would be impnossible for water, 
weather, or anything else to have any action upon it. 

One test pit which we are putting down at Pedro Miguel has just 
about reached the bottom of the lock walls, and we are in a firm blue 
soft rock somewhat like that found at Gatun, which is certain to make 
a firm foundation and a perfectly safe one. 

At Gatun the test holes which we are putting down 6 by 8 feet we 
are hardly able to excavate more than 1 foot per day of ten hours, and 
all of them have to be drilled and blasted. 

We are still in this rock material, and the test pits, so far as dug, 
both at Gatun and Pedro Miguel, indicate the same material as found 
in the bore holes, excepting that in the test pits this material is harder 
than as indicated by the small cores which were taken out of the bore 
holes. 

I do not know that I can give any more information than to answer 
your request and further add that the results of our continued ex- 
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plorations only confirm my previous judgment that we have ample, 
sufficient, and perfectly sate foundations at all lock sites; and were I 
personally paymg for the canal, I would have no hesitancy in recom- 
mending in strongest terms the construction of the locks on the sites 
selected. 

Truly, yours, John F. Stevens, 

Chief Engineer. 

Mr.T. P. Shonts, 

Chairman Isthmian Canal Commiission^ Washington. 
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GOMMITTEE ON InTEROCEANIO GaNALS, 

United States Senate, 
Washingtorij D. C, Tuesday, February 12, 1907. 

The committee met at 10.30 o'clock a. m. 

Present: Senators Millard (chairman), Eattredge, Hopkins, Ankeny, 
Garmack, and Gulberson. 

Present, also, Hon. William H. Taft, Secretary of War; Theodore P. 
Shonts, esq., chairman of the Isthmian Ganal Gommission, and R. R. 
Rogers, esq., general counsel of the Isthmian Ganal Gonunission. 

STATEMENT OF B. B. BOGEKB, ESQ., GENERAL COUNSEL OF THE 

ISTHMIAN CANAL COMMISSION. 

Senator Kittredge. As I imderstand, Mr. Rogers, the authority to 
make this contract is based upon section 5 of the Spooner Act? 
Mr. Rogers. Yes. 
Senator Kittredge. And that reads as follows: 

Sec. 5. That the sum of ten million dollars is hereby appropriated, out of any money 
in the Treasury not otherwise appropriated, toward the project herein contemplated 
by either route so selected. 

And the President is hereby authorized to cause to be entered into such contract or 
contracts as may be deemed necessary for the proper excavation, construction, com- 
pletion, and defense of said canal, harbors, and defenses, by the route finally deter- 
mined upon under the provisions of this act. Appropriations therefor shall from time 
to time be hereafter made, not to exceed in the aggregate the additional sum of one 
hundred and thirty-five millions of dollars, shouldthe Panama route be adopted, or 
one hundred and eighty millions of dollars should the Nicaragua route be adopted. 

Since that time there has been appropriated $10,000,000 to pay the 
RepubUc of Panama for the rights we acquired from that Government; 
in December, 1905, $11,500,000, as I recollect; about April, 1906, a 
further sum of $5,000,000; and in the sundry civil bill a further sum 
of $25,000,000 was appropriated. Have I the figures accurately in 
mind? 

Mr. Shonts. That is my recollection. 

Mr. Rogers. That is fifty-one milUons and a half. 

Senator Kittredge. Yes. One point I would like to have you 
take up (taking your own time to speak of it) is. What authority, if 
any, has the Commission to enter into a contract where the amount 
to be paid by the Government exceeds the sum of $135,000,000, less 
the $51,500,000? 

Mr. Rogers. The total appropriation is $145,000,000, including 
the $10,000,000 originally appropriated in section 5, whicn you have 
read. 

Senator Kittredge. This section 5 authorized the appropriation 
of $135,000,000, in addition to the $10,000,000. 

Mr. Rogers. Yes: making $145,000,000 altogether. 

Senator Kittredge. No; that was appropriated and gone. 

Mr. Rogers. Yes. 

3215 



3216 INVESTIGATION OF PANAMA CANAL MATTEKS. 

Senator Kittredqe. Then there was authority under this act for 
$135,000,000 more. Now, since that time there has been appropri- 
ated $51,500,000 — ^is that right — leaving a balance 

Mr. Rogers. I understand that the $51,500,000 leaves a balance 
of about $95,000,000 yet to be appropriated. 

Senator Kittredge. That is a matter of mathematics. 

Mr. Rogers. Yes. 

Senator Kittredge. The first point (as I suggested a moment ago) 
that I wish jon to advise us upon is. What authoritv, if any, has the 
Canal Commission to enter into a contract in excess or the $95,000,000, 
if that is the correct balance ? 

Mr. Rogers. We never contemplated entering into any contract 
which would exceed that appropriation. The President was charged 
under this act with the duty of constnicting a canal, and he could 
do it either by direct labor or by contract. That seems to be the 
primary duty imposed upon the President. The Commission have 
selected plans which, it is believed, will bring the construction of the 
/ canal under the aggregate appropriation provided for by this section, 
and we believe that by puttmg out a contract the cost or construction 
can be made less than if it were done by direct labor. We have no 
means of knowing at the present time that the fact that this contract 
is going to be entered into will make the aggregate cost of the canal 
exceed the $145,000,000. 

Senator Kittredge. Where do you get your $145,000,000? 

Mr. Rogers. There is $10,000,000 and $135,000,000 that would 
be the aggregate cost of the canal. 

Senator Kittredge. The $10,000,000 has gone. 

Mr. Rogers. I know it has gone. 

Senator Kittredge. So that it leaves $135,000,000, less $51,500,000. 

Mr. Rogers. Well, whatever balance is left out of the original 
appropriation of $10,000,000, with the additional $135,000,000, we 
hope will be sufficient to complete the canal under the form of con- 
tract which we now propose, and we have no means of knowing that 
it will exceed that amount; nor is it certain that that method would 
make it exceed it, whereas if we proceed to the construction of the 
canal by direct labor it would fall below it. 

Senator Kittredge. I repeat again that what I would especially 
like to know is whether, in your judgment, there is any authority in 
the Commission to enter into any contract which will call for the pay- 
ment of money in excess of whatever difference there may be ? 

Mr. Rogers. I looked that question up under the decisions of the 
Comptrollers, and, as I understood it. it was held, with respect to some 
other contracts of a somewhat similar character, that the possibiUty 
that the ultimate cost of the work might exceed an authorized appro- 
priation would not render the contracts invaHd, nor would it deprive 
the Government of the right of endeavoring to carry out the public 
work in whatever form seemed to be best adapted to that end. We 
have considered that question quite carefully, and we can not figure 
that the cost of carrying out the contract which we now propose to 
enter into, added to the expenditure heretofore made by the Govern- 
ment, will exceed the $135,000,000. It is possible that it may do 
so. If it does, it seems to us that the situation will be Uke any other 
case where Congress in advance has underestimated the cost of a pub- 
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Kc imiM*ovement, and there would be a defidency which would hare 
to be provided for or else the work would have to stop. 

Senator KimiEDGS. In regard to the coat uxMler this coatcact, that 
is to be estimated? 

Mr. RooEBS. Yes. 

Senator EnrBEiws. As jet nothing has been determined in the 
way of even an estimate of the cost? 

Mr. Rogers. No : because under the provisions of the contract that 
estimate can only be made after the contract is signed and entered 
into. 

Senator KrrrBEDGE. Now, let me see if I imderstand correctly how 




fifth man. The^ are to estimate the cost in time and money for the 
completion of this work. Am I right about that? 

Mr. Rogers. Yes. 

Senator Kittredge. The compensation of the contractor is to be a 
certain percentage of the estimated cost, to be increased if the work 
completed costs less in time and money tnan estimated, to be reduced 
by certain amounts if it costs more in time and money, provided that 
the aggregate loss to the contractor shall not exceed S3,000;000. Is 
that It ? 

Mr. Rogers. Yes; and his percentage. 

Senator EjrrTR^DGE. It is tne amount of the bond, is it not? 

Mr. Rogers. Yes; three millions of dollars in addition to the per- 
centage and premiiuns otherwise payable to the contractor. 

Senator ErrrRSDOE. I am right in that, am I ? 

Mr. Rogers. That general statement is correct; yes, sir. There 
are some details there, out the general statement is exact. 

Senator Kittredge. Yes. &) that as yet there is no information 
possible to be given to this committee or to Congress regarding even 
the estimated cost of the completion of the work. Is tmtt right! 

Mr. Rogers. That is right. 

Senator Ejttredge. And is or is not the contractor, in law, simply 
an agent of the GU>vemment, receiving compensation in the manner 1 
have in general terms indicated? 

Mr. Rogers. We have always thought that his position was more 
than that of a mere agent of the Government; that he realljr occupied, 
on aecotmt of certain obli^tions that he assumed, the position of an 
independent contractor. There is a certain element of agency which 
pervades the contract ; but there is, upon the other side, a certain degree 
of responsibility which the contractor is required to assume which 

S'ves him the dignity of an independent contractor with respect to the 
ovemment. 

Senator Eittredge. There is another proposition I should Uke to 
have you bear in mind. As I recollect, there is one article of this 
contract dealing with the question of liability for negligence. Do 
you remember what that article is ? 

Mr. Rogers. Yes. [Examining pap^n.] 

Senator KrrTREDGE. It is not necessary to ^t it now. As I recol* 
lect it, the Government, under this contract, is to bear a certain per* 
eentage of all damages that may be recovered on account of negli- 
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gence in the prosecution of this work. That is correct as a general 
statement, is it? 

Mr. Rogers. It refers to personal-injury claims against the con- 
tractor for the negligence of Ids employees. 

Senator EjnTREDGE. That is what I mean. On what theory is it 
that the Government is to be made liable for damages of that sort? 
There is, as you know, no provision of law authorizmg the recovery 
of damages of that sort agamst the United States. 

Mr. Rogers. That is true. 

Senator Kjttredge. Now, I say that I have stated some of the 
general features that I would like to have you tell us about. 

Mr. Rogers. I wiU take up first the point that you have last 
raised. As the contract was originally drawn, the contractor was 
required to assume the entire responsibility of meeting claims due to 

Eersonal injuries sustained at his hands, by his own employees or 
y others. That clause aroused — I will not say . opposition among 
the contractors with whom we had repeated conferences, but it 
brought home to us the fact that if some concession was not made 
upon that point the Government would have to pay for those per- 
sonal-injury claims many times over in the form or enhanced bids 
which the contractors would otherwise submit. 

We have made a careful study of the law prevailing upon the 
Isthmus with regard to torts. The law is quite favorjuble to the 
employer. To ilmstrate: The courts there have held that under the 
Spanish substantive law, which is now in force in the Canal Zone, 
the master undergoes no liabiUty in case of injury sustained at the 
hands of his employees where those employees exceed their specific 
directions or instructions; and thut ruling, you will readily perceive, 
eUminates a large portion of the doctrine of respondiat superior 
which prevails in this coimtiy. And from my own experience in 
court with respect to personal-mjury claims — and I had a rather large 
experience in that regard before I came with the Commission — I 
should say that the application of that doctrine in the United States 
would throw out of court not less than two-thirds of the personal- 
injury claims that are usually brought in this coimtry. 

The judges upon the Isthmus have also held- 

Senator Hopkins. Right there, I want you to make yourself a 
little clearer on that point. My mind does not agree with yours on 
that point. Perhaps I did not imderstand you. Do you say that 
in this country the employer is hable where the employee commits 
the tort outside of the line of his employment? 

Mr. Rogers. No; not outside or the scope of his employment; 
but when he commits a tort even in violation of general instructions, 
he is responsible. 

Senator Hopkins. But in the line of his duty? 

Mr. Rogers. Yes; in the line of his duty. 

Senator Hopkins. Oh, yes; I did not imderstand you. 

Mr. Rogers. Down there they have held that even though the 
tort is committed within the scope of the person's employment, direct 
or implied, nevertheless, if he violates general instructions, the negli- 
gence is entirely that of the employee; and, the negligence of the mas- 
ter in no way entering into and making a part of the negligence of the 
employee, the master is not responsible. They have held that with 
respect, for example, to an engineer violating orders and occasion- 
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ing a wreck. In the United States that would clearly give a cause 
of action against the master. 

Senator Hopkins. It would not in all of the States. Some of the 
courts hold, you know, that an employer is not hable for the negli- 
gence of a coemployee. 

Mr. Rogers. Well, that is a special rule; that is one of the risks 
which is assumed by an employee in many States of the Union — that 
is, the negligence or a coemployee. But quite apart from that sepa- 
rate doctrine, they have held in this country of course that the 
master is generally responsible for the acts of his employees, provided 
that they were in the scope of his employment; and I was merely 
trying to point out that down there on the Isthmus they have de- 
parted from the general rule prevailing in the United States to the 
extent of holding that even though the employee was acting directly 
within the line or his authority, nevertheless the master would not be 
responsible if the employee committed a tort in violation of the mas- 
ter's general instructions. 

Senator Hopkins. What do you mean by a tort? 

Mr. Rogers. I mean to say injuries inflicted on others by the 
employee's negligence. 

Senator Hopkins. That is, not a wrong, but a negligence? 

Mr. Rogers. Yes; a negligent act. 

Senator Culberson. lk&. Rogers, before you proceed: If the Gov- 
ernment of the United States did this work directly, it would not be 
responsible as a master even in the Zone; would it? 

Mr. Rogers. No ; it would not. 

Senator Culberson. The letting of this work bv contract, then, 
increases the cost to the extent of this liability of the master, what- 
ever that may amount to in the end? 

Senator Hopkins. This contractual liability. 

Mr. Rogers. I understand Senator Culberson's point; it does. I 
was trying to come around to explain exactly why we had assumed 
that liability, which otherwise would not have existed. 

Senator Culberson. Yes. Now, I understand that by this con- 
tract method you will create a liability which would not otherwise 
exist, and you have imposed a half of that upon the Government. 

Mr. Rogers. That is quite true; and that is the argument which 
occurred to many of us when we first commenced to consider that 
clause. It is the one which occurred to me, and was the principal 
reason why, for a long time, I was opposed to putting that clause in 
there. But I was going to explain that we were ultimately led to 
adopt that clause by reason of a great question of expediency. 

Senator Kittredge. By what authority? 

Mr. Rogers. If you will permit me to do so, I would like to make 
my statement complete on that point. 

Senator Culberson. The Senator was about to ask, and so was I, 
where is there any authority in the President to create a liabiUty for 
negligence against the United States? 

Mr. Rogers. There is no such authority in the President of the 
United States. 

Senator Culberson. Where is there any such authority in any law ? 

Mr. Rogers. If you will permit me, I will state the reasons why 
we inserted that clause and then I will slate 
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S^iator CuLBSBSoN. Well, you are the attomey of tlie CSonir 

mission? 

Mr. RoQEBS. Yes. 

Senator Oulbebson. I am asking you a l^al question. As Mr. 
Lincoln said, instead of going across a log you can plow around it. 
I do not want you to plow around it, but 1 want you to tell me where 
there is any law authorizing you people to enter into a contract that 
the Grovemment of the United States shall be responsible for a neglir 
gent act of its servant? 

Mr. RooEBS. I can explain it in this way: It comes about through 
our authority to make contracts for the employment of men to do 
the work down there. To illustrate: If a man is willing to work for 
the Government on the canal work at a dollar a day without any 
liability or any right to sue the Government at all in case he should 
sustain injuries at the hands of the Government, he might agree to 
work for it for 75 cents a day provided the Government would assume 
a liability in that regard and let that enter into the contract of employ- 
ment, and we might conclude that the risk to the Government m 
employing many men upon that basis would be less than the difference 
between 75 cents and $1 a day, and therefore we would be gettit^ 
the men cheaper by assuining that liability and paying less in wage 
than we would be ii we discarded the liabihty and paid them a hi^er 

^^S®' . . . 

That is exactly what has occurred with respect to this construction 

contract. We were presented with two alternatives. We could 

stand upon the law and claim that the Government of the United 

States was not suable for claims of this character and require the 

contractor to assume the entire liability for his own personal-injury 

claims; and in that event we would have had to pay the contractor a 

very much larger sum than we would have to pay nim if we assumed a 

reasonable proportion of that liabihty. Indeed, the only inducement 

which led us to make that change was the fact that a great many of 

these syndicates that were orgamzing to bid for the canal work und^ 

this contract went to the indemnity companies in the East, the large 

companies which make a practice of insuring contractors against ha- 

bility of that sort, and these indemnity companies were asking from 

3 to 5 per cent upon the pay rolls to insure them against that liabihty. 

We could readily perceive that that was going to enhance the bids of 

these people from 2 to 4 per cent. 

Senator Hopkins. Will you let me interrupt you right there? How 
do you account for that, when you say that the law on the Isthmus is 
so much more liberal than it is in the States? 

Mr. RoGEBS. Simply because, for some reason, they could never 
get it into the heads of the attorneys for these liability companies that 
that was true. 

Senator Hopkins. It was clear with you, was it not? 

Mr. RoGBBS. It was clear with me, but we could not make it clear 
with them. I took the trouble to have Judge Collins, one of the ablest 
judges upon the Isthmus, who at one time was a circuit judge in 
Chicago 

Senator Hopkins. Yes, I know him. 

Mr. RoGEBS (continuing).^ Dictate a memorandum covering this 
point of law, and I sent it U) some of the contractors in order to explain 
that that liability was slight. They took it to these different indem- 
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nity companies, tod took it up with their lawyers; but, nevertheless, 
as Secretary Root said on one occasion, out of sheer ignorance they 
refused to make any concessions toward the liberaUty of the law to 
the employer on the Isthmus when they came to consider this question. 

Senator Hopkins. From your statement, the habiUty is minimized. 

Mr. E.OQEBS. Why, the Uabihty there would certainly be less than 
Iper cent upon the pay rolls if the Government, in fact, was suable. 
That has been our past experience. It perhaps would not be as much 
as half a per cent. And yet these indemnity companies, who always 
hesitate to venture into an unknown field, were insisting upon charg- 
ing these contractors, to secure them against this liabihty, from 3 to 5 
per cent upon the pay rolls. 

That was the situation we were confronted with. We either had to 
pay for these claims in advance by paying the contractor from 2 to 4 
per cent more than he would otherwise bid upon the cost of the work 
to carry out this contract, or else we had to compromise with him and 
agree to pay two-thirds of the claims as they actually arose. It 
seemed to us to be such a tremendous economy to the Government to 
make this concession that we finally inserted it, and we beUeve that we 
can uphold it upon the ground that it is part of the compensation to 
be paid the contractor. We have never considered that upon a ques- 
tion of principle at all — that is, with a view of creating a liability 
against the United States which did not exist against it at law — ^but 
simply from the point of view of expediency, knowing that if we left 
a clause in there which entailed the entire responsibiUty upon the con- 
tractor for personal-injury claims, which are really a part of the work 
and can not be dissociated from it (because those are the incidents 
which are a part of great construction work, no matter of what char- 
acter), we knew that if we did not assume part of it by dividing the 
actual cost with the contractor we would pay for it many times over 
in the shape of larger bids which the contractor would submit. 

Senator Culberson. Mr. Rogers, before you go ahead, let me ask 
you one or two preHminary questions; because if you answer in one 
way there will not be any necessity for this hearing. Has the Gk)v- 
emment decided to let contracts for this work? 

Mr. Rogers. No; the question has not been definitely settled as 
yet. The' matter is still under consideration. 

Senator Culberson. What is the object of this hearing to-day, 
then, if the Government has not decided to let contracts? I do not 
mean this particular contract; but has the Government decided posi- 
tively to do this work, or any great part of it, by contract? 

Mr. Rogers. It has decided, as I understand it — I do not want to 
speak for the President of the United States or the Secretary of War 
or the rest of the Commission; but my understanding is that if the 
syndicates of contractors that are now bidding for this work meet with 
the terms and conditions imposed upon them in the invitation — that 
is to say, if they present a syndicate whose experience covers the entire 
field of work to be done down there upon the canal, and if the bid is 
thought to be satisfactory in point of price, as I beheve the lowest bid 
would be considered, provided the other conditions were met — the 
Government would put out the contract. 

Senator Culberson. The proposition is still in the air, then? 

Mr. Shonts. Secretary Taft testified yesterday before the House 
committee substantially that he was in favor oi letting a contract 
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provided the conditions set forth in our invitations were compHed 
with, just as Mr. Rogers has stated. 

Senator Culberson. And that this particular syndicate should get 
the contract? You said something a while ago that looked a little 
like that. I want to know what the facts are. That is what I am 
after. 

Mr. Rogers. Our position is this, as I understand it: That we will 
let the contract at that price, 6.75 pei* cent, provided we are satisfied 
upon very complete investigations, which we are now making, that 
this syndicate in all respects meets the requirements of our invitation. 

Senator Hopkins. The syndicate that submitted it has gone to 
pieces. Do you mean to say that you will permit the remnants of 
that syndicate to reorganize and to hold to tnat bid and not open it 
to other contractors? 

Mr. Rogers. The syndicate has not feone to pieces. 

Senator Hopkins. Oh, yes, it has. The original syndicate that bid 
I has gone to pieces according to my understanding. Some of the mem- 
\ bers of the syndicate were absolutely repudiated by the President, 
and Mr. Oliver was required to go out and search to get other partners. 
The point I want to get at is tms: Does that bid stand for Mr. Oliver 
and anybody that he can get with him and exclude any other con- 
gjow. in tL co«.t.y ft., mating .n, new bid, or ^^hing of that 

Mr. Shonts. I think perhaps I had better answer that as I under- 
stand it from the Secretary and the President. They have given Mr. 
Oliver the opportunity to perfect his bid, and if he does so, his bid. 
when the ten davs are up, will be considered the same as it would ir 
it had originally been perfect, and that is as far as they are committed, 
Mr. Senator. 

Senator Hopkins. Yes; but, Mr. Shonts 

Mr. Shonts. Is not that an answer? 

Senator Hopkins. No, not entirely; because, as I understand it, 
Mr. Oliver, as an individual, did not bid. Mr. OUver, as a part of a 
syndicate, did make a bid, and that syndicate did not comply with the 
requirements of the contract and was rejected. 

Now, what I want to know is this: As to whether Mr. Oliver is 
going to have the privilege of gathering together another class of 
contractors and standing on that bid, and that other contractors in 
the country will be excluded from having any right or privilege to 
bid for the work? 

Mr. Rogers. I think I can state, in a general way, how that situa- 
tion came about. There were four bids submitted. One of the 
bids, for 7.15 per cent, was wholly informal, and, of course, was not 
considered. There was another bid, which was likewise informal and 
was at 28 per cent, and that was not considered. The bids which 
were seriously considered were the bid of Mr. Oliver and Anson M. 
Bangs (put in in that form, I mean), at 6.75 per cent, and the bid of 
the McArthur-Gillespie syndicate, at 12 J per cent. 

Under the advertisement the Government had to choose between 
those two. Mr. Oliver's first associate was found not to be financially 
satisfactory, and he was so advised. At the same time the Com- 
mission and the President were not disposed to accept a bid for 12^ 
per cent, which was the McArthur-Gillespie bid, provided they could 
get a substantial organization of contractors to take the contract at 
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a price equivalent to Mr. Oliver's bid. Neither Mr. Oliver nor the 
McArthnr-Gillespie syndicate wished to have both bids rejected and 
a rebidding declared. At a hearing before the President when the 
McArthiir-Grillespie people were there, they stated to the President 
that if the Presiaent could get a substantial association of contractors 
who could carry on the work satisfactorily under this contract, sub- 
ject to the conditions which were imposed upon the contractor, a 
syndicate whose experience covered the field of work to be done, at 
even a price as low as 8 per cent, they thought he ought to do so. 
That is to say, that they would not stand in the way of the President 
making an arrangement of that sort. So that between the two con- 
tending bidders there was a desire upon the part of both that the bids 
should not be reopened and a fresh bidding ordered; but that first 
Oliver, if he could make good his bid with a syndicate of men such 
as we had called for in our invitation at that price, should be allowed 
an opportunity to do so; and then, if he could not do it, that the 
President ought to take up and consider the bid of the McArthur- 
Gillespie syndicate at 12^ per cent. 

Senator Hopkins. Right there; you say that the two contracting 
syndicates wanted to let those respective bids stand ? In the interest 
of the general public, or of the United States, would it not have been 
better when neither compUed with what was supposed to be right, to 
have the bids declared oflf, and let new bidaers come in? There 
would be your two syndicates just the same. 

Mr. Rogers. No; that is the trouble. We would not have had 
those two syndicates just the same. 

Senator Hopkins. How do you know you would not ? 

Mr. Rogers. Simply because they both declared — and I believe 
they were sincere about it — that they would not bid again, that is 

Senator Hopkins. Do you mean to sav that the McArthur-Gillespie 
syndicate have stated to anybody that they stood by their twelve and 
a fraction per cent bid and that they would, take it at that or not take 
it at all? 

Mr. Rogers. They did make a statement in the press at the time 
that they were standing on their bid at 12^ per cent. Mr. Oliver 
stated that having made a bid 

Senator Hopkins. No; let us get through with the McAuthur- 
Gillespie people first. Do you say that to the President or to the Com- 
mission or to the Secretary of War, anybody authorized to speak 
for that syndicate said they would stand by that bid and would not 
do the work for anything less? 

Mr. Rogers. Never to my knowledge, up imtil after the time that 
Oliver put in or made good his bid, was any statement made by the 
McArthur-Gillespie syndicate that they were willing to do that work 
for less than 12^ per cent; and they did state that they did not want 
a rebidding, and their whole argument before the President and else- 
where was devoted to supporting the reasonableness of 12^ per cent 
for the work to be done. They filed briefs, which I would be very- 
glad to lay before this committee, showing why they could not afford 
to take the work at less than 12A per cent; and they never, as I say, up 
to that time^ made any proposition toward reducing that bid at all. 

Senator Hopkins. Have they at any time offered to take it, or 
made it known that they woula take it, for a less figure than 12i per 
cent? 

p cj— VOL 4—07 17 
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Mr. RooEBS. Not in the form in which the contract is made. 

Senator Hopkins. I do not care to pursue that inquiry any further. 
I think, Mr. Rogers has stated enough so that I get the reasons for 
the line of action that he proposes. 

Mr. RooEBS. Now, I will say this: This contract was considered, 
I believe, by nearly all of the leading contractors in- the United States. 
Almost all of them gave it serious consideration. There were a 
number of syndicates organized to bid upon this canal, and they 
went to pieces from one cause or another. They all met with the very 

Seatest difficulty in making their financial arrangements; and we 
kve become satisfied that we can not get a syndicate of substantial 
men who will qualify under the terms of this contract, and give the 
United States a guaranty of $5,000,000 financial support, and their 
time and experience, for less than 6.75 per cent. And we believe 
to-day that if we had rejected all bids ana thrown it open under the 
same conditions — and I do not believe that the Government ought to 
contract .the work imder less favorable conditions to itself than the 
contract sets forth — ^we would not have gotten bids as low as 6.75 
per cent. We were trying to do the best that we could for the Gov- 
ernment in this matter. 

Senator Hopkins. Under your contract, suppose one of the employ- 
ees or a series of employees make a blunder in the work, in such a 
way that in that tropical and torrential climate a large part of the 
work is destroyed, and it is clearly due to the negugence of the 
employees. How have you covered that in your contract ? 

Mr. RooEBS. The contractor is responsible for that, by an express 
provision of the contract. The contract reads: 

He shall be responsible to the Commission for all injuries or damages inflicted upon 
the plant with which he may be intrusted by the Commission, and upon the Canal or 
any of its auxiliary works by the negligence of himself or any of his employees or sub- 
contractors, or the employees of such subcontractors. 

That is a tremendous responsibility; and it is one reason why this 
McArthur-Gillespie syndicate were unwilling to reduce their bid. 

Senator Hopkins. Is the railroad turned over to the syndicate? 

Mr. Rogers. No; the railroad is not. The railroad is still retained 
and operated by the Commission; but the Commission agrees to 
supply the contractor with trackage rights over the railroad, and to 
require the railroad tracks to be extended to such places as are 
required to best carry on the construction work. But the trains are 
operated over the railroad by the contractor and by the contractor's 
employees. 

Senator Hopkins. How do you discriminate, now, so as to deter- 
mine, in case of any trouble, as to whether the Commission is ^ilty 
of negligence which would relieve the contractor, or whether it is the 
negligence of the contractor? 

Sir. Rogers. That would depend, like any other issue of fact, upon 
whether the negligence and mjury or damage was occasioned by 
employees of the contractor. If so, then the contractor would be 
responsible. 

Mr. Shonts. I might say that it was because of the responsibihty 
contained iu the paragraph that General Counsel Rogers has just 
read that all the contractors insisted on having a limit placed to their 
liability. That is where the three-milKon-dolIar limit came in. 

Senator Culberson. Mr. Rogers, on that point, about the turning 
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over of the railroad to the contractors, does that practically make the 
Government supply the transportation? 

Mr. Rogers. No; that only applies to the use of the railroad as a 
construction agency. It has nothing to do with the commercial 
business of the railroad. 

Senator Culberson. The contractors would not pay for the use of 
the railroad, would they? 

Mr. Rogers. The contractor pays nothing for the use of the rail- 
road, because that is one of the facilities furnished to the contractor 
by the Commission. 

Senator Culberson. The Government of the United States fur- 
nishes the railroad to the contractors, and furnishes the rolling stock, 
and agrees to extend the trackage, and all that. What do the con- 
tractors pay as a part of the cost of transportation — I mean, in 
general terms ? 

Mr. Rogers. They simply pay for the salaries of their operating 
force. 

Senator Culberson. Of the entire operating force of the railroad ? 

Mr. Rogers. Not of the railroad. The railroad is kept distinct 
and apart, and is used by the Government for the purpose of carrying 
on its commercial business, and also for the purpose of carrying on 
that portion of the work on the canal which is reserved to it. There 
are upon the Isthmus the railroad company's tracks proper, and then 
certam construction tracks, the mileage of which is almost as large as 
that of the railroad itself. The construction tracks are owned by the 
Commission. These construction tracks we turn over to the con- 
tractor outright in the condition in which they are, and then the con- 
tractor adds to these construction tracks or relocates them from time 
to time as the necessities of the work require. Then the Panama 
Railroad itself is used as one of the agencies for the construction of 
the canal. 

With respect to the Panama Railroad distinct, the Commission 
simply agrees to arrange to furnish the contractor trackage rights for 
the contractor's trains over the Panama Railroad, and it also a^ees 
that the Panama Railroad will be extended to points where it is 
necessary to extend it to best carry out the construction work. 

Senator Culberson. But the rolling stock and the track and every- 
thing belongs to the United States, and it is furnished free ? 

Mr. Rogers. Yes; it is furnished free. 

Senator Culberson. What will become, under this contract, of all 
this immense amount of machinery that the Government of the United 
States has purchased — the chips and whetstones, for instance — that 
they purchased from the old company, and the immense amount that 
has been added to it for the construction of the canal ? What becomes 
of that so far as the contractors are concerned ? 

Mr. Rogers. That is turned over to the contractor. 

Senator Culberson. The Government turns that over to him ? 

Mr. Rogers. Yes. 

Senator Culberson. What do the contractors pay the Government 
for the use of it ? 

Mr. Rogers. They pay nothing for it. To explain the theory — - 

Senator Culberson. Well, just a little further: What do you esti- 
mate to be the value of this entire machinery, apparatus, and so on, 
that will be turned over, free of charge, to the contractors? 



3226 INVESTIGATION OF PANAMA CANAL MATTERS. 

Mr. Rogers. I think I have heard it stated at fifteen milKons; but 
I would prefer to have Mr. Shonts make a statement as to what the 
ultimate cost would be. 

Secretary Taft. What do you mean by "turned over," Senator. 

Senator Culberson. Just what the witness said. 

Secretary Taft. Do you mean to become the property of the con- 
tractor? 

Senator Culberson. Oh, no; I presume not. 

Mr. Rogers. For the use of the contractor. 

Senator Culberson. But, of course, it will be valueless after they 
get through with it. 

Secretary Taft. Probably. ^ 

Senator Culberson. Practically so. It is turned over to them free 
of charge; they are to pay nothing for the use of it; and you think the 
value of that is as low as $15,000,000? 

Mr. Rogers. That is just an approximate estimate that I am 
making, I would prefer to submit to you more definite figures on the 
subject. 

Senator Culberson. The value of the material that we got from 
the old company was far more than that. 

Mr. Rogers. The material we got from the old company has been 
practically of no value so far as the construction of the canal is con- 
cerned. 

Senator Culberson. I am glad to hear you say that. We have 
thought so all the time, but it had been denied. 

Mr. RoQERS. Some of the material and machinery down there has 
been used. Some of the dredges have been fixed up. 

Senator Hopkins. Right there, I would like to nave you modify 
that statement 

Senator Culberson. I do not know that it needs any modification. 

Senator Hopkins (continuing). In accordance with what I under- 
stand to be the facts, that there is a large part of that material that 
was purchased from the old company that hds been utilized on the 
Isthmus by Mr. Stevens. 

Mr. Rogers. I was going to state, so far as I knew, about what had 
been utilized. They have utilized some of the dredges. At first they 
utilized some of the locomotives and some of the cars; but ultimately 
they were found to be too light, and they had to discard them, because 
it was not economical to use them in the construction work. For a 
whae thev utiHzed the rails, but the rails had a bad section. Thev 
were not oroad enough at the base, and the heavy rolling stock whicn 
we introduced was cSnstantly nmiing off the tick becluse the rails 
turned. So they have ultimately been compelled to substitute a 
larger and a more satisfactory type of rail. They still use a good deal 
of that French machinery for /epair purposes. ^That is to lay, thev 
take parts of the machinery and they build it over, and they work it 
into their newer plant which they are getting down there, in the way 
of repairs; but tne French construction plant as such is used very 
little to-day on the Isthmus. 

Senator Culberson. You said a while ago that it was practically 
useless. 

Mr. Rogers. I would say just as I have stated, so far as I know, 
that they are using one or two of the dredges, trying to make the 
most they can out of them. They are not the most economical type 
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of dredge, as I was informed by the officers in charge of that branch 
of the business when I was on the Isthmus. Wherever they have 
been able to utilize it they have done so. 

Senator Culbebson. Kecapitulating somewhat, then, the means 
of transportation which belong to the Government down there and 
the macninery, apparatus, tools, and so on which have been purchased 
by the United States to construct the canal will be turned over to 
the contractors to be used by the contractors to carry out their con- 
tract free of any charge for their use? 

Mr. Rogers. Yes, sir; and I will state exactly where we think 
that that is an advantage to the Government. Our idea 

Senator Hopkins. Before you state that, does that also cover 
what is under contract now? You have contracts for the making 
of cars and other thin^ that have not been delivered and can not 
be delivered for some time yet? 

Mr. Rogers. Yes. 

Senator Hopkins. Those will all be turned over to the syndicate 
free of charge ? 

Mr. Rogers. Yes. I will just read what the Commission agrees 
to furnish. It covers that. [Reading from form of contract. 
Article HI]: 

The Commission agrees to furnish, free of cost to the contractor, plant, facilities, 
and means as follows: 

All locomotives, cars, steam shovels, drills, cranes, dredges, tugs, scows, dumps, 
rails, ties and track materials, electric light or power plants, and other machinery of 
a substantial character required to efficiently carry on the construction work and nec- 
essary work animals and equipment, but not hand tools or machinery of a minor 
character usually carried in stock, save through its department of materials and sup- 
plies, as hereinaiter provided. 

That was the great bone of contention with the most of the con- 
tractors. They wanted to supply the plant. They wanted to have 
the right to reject such plant as we had down there and substitute 
other plant if they deemed it more desirable or more efficient in the 
place of it. We insisted upon the Commission retaining the right to 
supply the plant. 

Senator Culberson. Who pays for the labor? 

Mr. Rogers. The contractor pays for the labor in the first instance^ 
and then his labor bills are reimbursed to him monthly by the Com- 
mission. 

Senator Culberson. So the Government furnishes the labor? 

Mr. Rogers. It pays for it ultimately. 

Senator Culberson. It furnishes it m the sense of paying for it? 

Mr. Rogers. Yes; in that sense; but the contractor selects the 
labor. 

Senator Culberson. On that point — there seems to be some 
dispute about it — do you regard the eight-hour law as in force down 
there? 

Mr. Rogers. The eight-hour law is, by an act of Congress, not 
made in force with respect to foreign labor and their foremen. The 
eight-hour law is in force down there with respect to skilled 
mechanics. 

Senator Culberson. What about the present condition of the law 
as to the employment of Japanese or Chinese cooUe labor on the 
Isthmus nowf 
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Mr. RoGEBS. That law does not apply; it has been held not to 
apply down there. 

Senator Culberson. By whom? 

Mr. Rogers. The Attorney-General has decided that. 

Senator Culbebson. Is it the purpose to stand by that ruling 
or to change the law so as to maKe the exclusion act applicable to 
the Zone? 

Mr. Rogers. We do not legislate on that subject at all; we take 
the law as we find it; and the best legal advice we can find has 
decided that the exclusion laws do not apply to the Isthmus. 

Senator Culbebson. I probably did not make myself plain. Is 
it the desire of the Commission that that law shall remam as it is 
construed, or would they be glad to have the exclusion law applied 
to the Zone? 

Mr. RoGEBS. I have my own opinion about that, and I think that 
the exclusion law ought not to be made to apply down there. I do 
not think that Congress ought to do anything which will handicap 
in anyway the work of carrying on the canal construction most 
efficiently. 

Senator Culbebson. In other words you believe that that char- 
acter of labor is absolutely essential to tne construction of the canal? 

Mr. RoGEBS. I do not say it is absolutely essential, but I believe 
that we ought to have access to labor from all parts of the world, all 
kinds of labor, to carry out the canal construction, if it seems that 
one class of labor which we have tried is inferior, or that another 
class of labor might be more efficient than the labor which we are 
employing just at the present time. I do not think that any of the 
'doors to the employment of the best possible and cheapest labor 
wherever we can get it ought to be closed with respect to the con- 
istruction of that canal. 

Senator Culbebson. If it is practicable to have this work done by 
American labor, do you not think it ought to be done, to the exclusion 
of the coolies? 

Mr. RoGEBS. I do not believe it is practicable; at least that has 
not been the experience up to the present time. American common 
labor has not gone down to the Isthmus. 

Senator Culbebson. Is that due to an indisposition on the part of 
the American laborer to go there, or to the low wages that exist there? 

Mr. RoGEBS. It is certainly due — ^it has been up to the present 
t time — to an indisposition on the part of the common laborers to go 
Vthere. The Commission has always been willing to take American 
common laborers on the Isthmus if it could get them. 

Senator Culbebson. Is that indisposition affected by the climate, 
or by the distance, or by the wages, or what? 

Ml*. RoGEBS. I think all those things have entered into it. There 
has been no disposition, as far as I have been able to ascertain, for 
any considerable body of American common laborers to go down 
there and work on the canal. 

Senator Culbebson. What is the element in this labor question 
that influences the Commission and the administration to let this 
work by contract instead of doing it directly? We see a statement 
going the roimds that the syndicates will be able to manage or handle 
the labor proposition better than the Government. Now, what is 
that ? What does that mean ? 
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(Mr. Rogers consulted with Secretary Taft.) 

Senator Culberson. I do not want to embarrass anybody, or to 
ask any improper questions. 

Mr. KooERS. I will say that we believe that one of the very greatest 
advantages that would be obtained to the Government by putting 
out the work at contract would be the reUef to a certain extent from 
the constant pressure to which the officers of the Commission are 
subjected for favorable increases in wages or other privileges to be 
bestowed iipon the laborers there. 

Senator Hopkins. Pressure from what source? a 

Mr. Rogers. Pressure from the laborers themselves. 

Senator Culberson. Pressure from the voters who labor upon the 
officers of the Government? 

Mr. Rogers. No. They contrast their condition as Government 
employees on the Isthmus with the condition of some favored employ- 
ees in the United States; and wherever they can find that any laborer 
for the Government in the United States, or any employee of the 
Government in the United States, is treated with an exceptional 
degree of favor, or that he has certain privileges which are perhaps 
proper for this climate and condition, but wiich ought not to be 
granted down there for special reasons, they nevertheless insist upon 
getting exactly down there what other laborers or employees get 
m the United States; and they bring that pressure to bear upon the 
Chief Engineer and upon all of the other officers. 

Senator Hopkins. Who brings that pressure to bear? 

Mr. Rogers. The different classes of laborers. It is a constant 
pressure. That is one of the reasons Mr. Stevens was so much in 
favor of the contract plan. 

Senator Hopkins. From Jamaica, or Japan, or from China, what 
kind of an influence can they exert? 

Senator Carmack. He is talking about American laborers. 

Mr. Shonts. Skilled labor. 

Senator Hopkins. Oh, skilled labor. 

Senator Culberson. In other words, you think the contractors 
will be able, to a greater de^ee than the Commission, to resist these 
importunities? Is that the idea? 

Mr. Rogers. I do not believe they would insist upon the privileges 
and concessions from the contractor that they do insist upon con- 
stantly when the Government does the work by the direct-labor 
method. 

Senator Hopkins. Do not these skilled mechanics and these men 
who hold the higher positions there engage in their work under a 
contract? 

Mr. Rogers. Yes; but 

Senator Hopkins. They agree to go there and work for so much a / 
day or a month, do they not? ^ ^ / 

Mr. Rogers. The situation there is just this: There is no long-term / 
contract with skilled laborers there to work for so much. 

Senator Hopkins. I know; but I can not see where those people 
would exert any wider influence upon the Government officials than, 
for example, the clerks in the Post-Office Department or the mail 
carriers, or others that have been struggling for years to get their pay 
raised and have not succeeded. 
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Senator Culberson. Or the employees in Washington, for instance. 

Senator Hopkins. Yes. 

Mr. Rogers. Why, the situation is just this. They go down there, 
and they are paid so much an hour, and then they insist ttlat they 
ought to be paid more an hour. We give a certain vacation 

Senator Hopkins. Then why not discharge them and get somebody 
else? 

Mr. Rogers. That is a difficult proposition. 

Senator Culberson. Do you give them an extra month's pay down 
there, Mr. Rogers, as they do here? 

Mr. Rogers. I was just going to come to that, as showing one of 
the points upon which we are subjected to constant pressure down 
there. 

With respect to our monthly employees they are given a month's 
leave a year, and in addition to that they are given a week on both 
ends, that being the time necessary to take them to and from the 
United States, making about six weeks' leave. That is always found 
advisable and economical, in a wajr, on the Isthmus, in order to allow 
the men to come north and recruit. But that rule has never been 
applied to the hourly labor — to the man who is paidirytheliour. One 
reason for that is that our monthly employees do a great deal of over- 
time work, and thev get paid notning at all for it; whereas the man 
who works bv the hour is paid not only for his overtime work, but 
time and half time. Notwithstanding that fact, pressure is being 
brought to bear, so that the men who are engaged tnere and paid by 
the hour shall be given a vacation and leave witn pay, and they insist 
on being paid for holidays when they do not work, and they insist on 
having tneir wages increased. We are already paying upon the 
Isthmus many classes of skilled labor at least 50 per cent more than 
similar classes of labor get in the United States, and the wage has 
shown a tendency in cases to run still higher. Nevertheless, that very 
class of people are insisting upon an increase of their wages. 

Senator Uulberson. lou say they are insisting. Have we not 
anybody that can hold them aown to what is proper and fair and 
make tnem do their work, and if they are not satisfied with it, let 
them get out? 

Mr. Rogers, We do; we hold them down. That is what we have 
been doing; but when the Government is doing it, they think they 
have more masters than when a privatenjorporation is doing it. 

Senator Hopkins. Are the conditions any different than they are 
in any other Department, where employees like to have their wages 
increased ? 

Mr. Rogers. In the case of a private corporation they would 
appeal to the president or the board of directors, and there would be 
no further appeal; but in the case of the canal, they sometimes 
believe they can appeal from Peter to Paul, and that if they do not 
get the relief at one particular place they can apply to other quarters, 
and perhaps they may be able to eet it there. 

Senator Hopkins. Is not the discipline there such that if a man 
goes out of his legitimate course to appeal for anything of that kind 
he will be discharged, so as not only to teach him a lesson, but others 
that are similarly situated ? 

Mr. Rogers. Why, certainly. With respect to the individual 
laborer of course the administration down there is, I think, extremely 
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efficient, and insubordination or disposition on the part of a laborer 
to excite discontent and agitation and things of that sort would not 
be encouraged any more than it would in the best-run private corpo- 
ration. But that is not what I am speaking about. They bring 
this pressure to bear down there, first, upon the Chief Engineer, for 
example; and then, if they do not succeea there, they resort to every 
other method that they possibly can for accomplishing the same 
result. 

Senator Culberson. Mr. Rogers, you have explained in general 
way that so far as the labor question is concerned the shifting from 
Government work to contract work will have a tendency to reduce the 
price; we will have to pay for the labor, and also permit better control 
of it. Inasmuch as the contractor is to emplov the labor, to be paid 
for subsequently by the Government, and he nas a percentage upon 
the estimated cost of the work, where is the check on the contractor 
to keep them within reasonable bounds as to what he should pay for 
labor? 

Mr. Rogers. I think there is the very greatest check. In the 
first place, an estimate is made, as has heretofore been stated, of the 
cost of the canal. The moment that estimate is made it becomes 
to the interest of the contractor to improve upon that estimate — 
that is to say, to make the actual cost less than the estimated cost — 
because he gets one-third of the difference between the actual cost 
and the estimated cost, if the actual cost is the lesser of the two. That 
is a great incentive to him, of course, to keep within reasonable limits 
hispay rolls — the amount to be paid to each mdividual laborer. 

Senator Culberson. You see, we have not had the benefit of this 
contract ; we are guessing at what is in it. We have seen some state- 
ments about it in the newspapers. 

Mr. Rogers. That is the situation there. Of course the very | 
greatest item which enters into the monthly bills of the contractor, ^ 
which are reimbursed to him by the Commission, is his pay roll; and ■ 
he practically gets, in a broad way, his percentage upon nis labor bills, 
and the labor bills practically constitute the estimated cost under 
this contract. 

Senator Culberson. One other question on this matter of labor: 
Have you stated substantially all the inducements, so far as the labor 
question is concerned, that influence the Government in doing this 
work by contract instead of directly by the Government? 

Mr. Rogers. So far as labor is concerned? 

Senator Culberson. Yes. 

Mr. Rogers. I think that I have stated practically all that have 
occured to me. 

The Chairman. Mr. Rogers was going to read something a few 
minutes ago. Mi^ht it not be will to let hirn read that ? 

Mi. Rogers. I nave practically covered it. 

Senator Culberson. I think he did read that. 

1^. Rogers. No; I did not read it. 

Senator Culberson. We will just take the whole paper, if it is not 
confidential. 

Mr. Rogers. I ought to state this, I suppose [exhibiting paper to 
Secretary Taf t] 

Secretary Taft. What is it — a discussion of the contract? 



\ 

I 



3232 INVESTIGATION OF PANAMA CANAL MATTEBS. 

Mr. Rogers. A discussion of the contract; an explanation of the 
contract and the reasons why I thought 

Secretary Taft. Put it all in. 

Mr. Rogers. I will just file this, then. It is a summary of the con- 
tract, explaining its diflFerent provisions, that I have gotten up, and 
only completed this morning; and I also append to it a statement of 
the advantages of a contract. 

The Chairman. That will go in the record. Is it ready to go in? 

Mr. Rogers. Yes. In that is stated. Senator, another reason why 
I consider that the contract plan will be favorable, in so far as the labor 
question is involved. 

(The paper above referred to will be found printed in full at the end 
of the report of this hearing.) 

Senator Culberson. What is that reason in a nutshell, if you can 
state it? 

Mr. Rogers. It is the great difficulty the Commission has had in 
getting a sufficient number of skilled mechanics, foremen, and pjeople 
of that class. We have thought that if we coula get an association of 
contractors down there who perhaps altogether employed two or three 
times as manv laborers in their private undertakings in the United 
States as would be necessary to be employed bv them upon the canal, 
they would have a source of responsible, reliable men, wnom they had 
tried out by experience for many years, and who were attached and 
devoted to them, upon whom they could draw to go down upon the 
Isthmus and carry out their work under the contract. That has 
always seemed to everybody who has considered this to be a very 
important advantage m putting out the work bv contract. The 
greatest difficulty down there I have often heard Mr. Stevens say, is 
to get really an efficient class of foremen to direct the common 
laborers. 

Senator Hopkins. Do I imderstand you to say, then, that this 
Oliver syndicate has succeeded in getting that «lass of contractors 
with it? 

Secretary Taft. I would Uke to ask that the question as to the 
syndicates be not pressed. It is just pending now. We are making 
investigations and we have not reached a conclusion. 

Senator Hopkins. I will withdraw the question. 

Secretary Taft. And of course if the committee desires it, we will 
go into it, but 

Mr. Shonts. That question was discussed before you came in, Mr. 
Secretary. 

Mr. Rogers. I stated what you were about to state — that the 
investigation of these different syndicates, to see whether they all 
have these resources and whether they have covered the entire field 
of work, was now going on, and that we had not completed it. 

Mr. Shonts. Most or it was left out of the record. 

The Chairman. Mr. Rogers, is there any further statement you 
wish to make before the committee ? 

Mr. Rogers. I will state that I have summarized, in this paper 
that I have now put in evidence before the committee, the contract, 
explaining its different provisions and why they were inserted, and 
also appending at the end a statement of the reasons why it seemed 
to me that the construction of the canal at the present time by the 
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contract method was desirable. That covers all that I would have 
to say upon the subject if I were to attempt to make a statement now. 

Senator Culbebson. And yet you have stated generally that the 
conclusion has not been absolutely reached to do this work by con- 
tract? 

Mr. Rogers. Simply for the reason that I have just recited — that 
there were questions bearing upon the experience or these contractors 
and other similar questions, which had not yet been settled. 

Senator Culberson. In other words, whether it will be done by 
contract or by the Government depends upon whether the Govern- 
ment can get contractors that they are satisfied with and bids that 
they are satisfied with? 

Mr. Rogers. That is my understanding. 

Senator Hopkins (to Senator Kittredge). You raised some point 
under the Spooner Act as to the legality of the contriact. Do you 
want to press those questions? 

Senator Kittredge. I simply suggested that as one of the questions 
I would Uke to hear him discuss, if ne desired. 

Mr. Rogers. I do not know that I could say anything more than 
I have already said with respect to that point. We have got to build 
the canal. It seems to be a duty imposed upon the President of the 
United States by that act to construct the canal. He is wisely left 
considerable latitude of methods. If he decides that the cheapest 
manner in which to construct the canal is by the contract system, he 
ought not to give up that method and allow everything to come to a 
stop simply because it might develop that in the outcome the cost of 
the canal is going to slightly exceed the aggregate appropriation pro- 
vided for in the first instance. We can not tell that it will. We feel 
rather confident that the estimated cost, when fixed by this committee 
and added to the expenditures heretofore made, will not exceed the 
aggregate appropriation authorized under that act. 

X ou will see that the estimated cost of the construction of the canal 
does not include a great deal of service that is still performed by the 
Government directly. The government of the Canal Zone, the sani- 
tation of the Isthmus, the furnishing and maintaining of the plant, the 
running of the commissary department, and the ranama Railroad 
Company — various things of that sort — are functions that are reserved 
to the Commission under the contract; and of course the cost of all of 
these things will not enter into the estimated cost of the construction 
of the canal to be fixed by the engineering committee. Certamly we 
are not going to enter into any contract which on its face is going to 
violate that provision of the law. I do not see how it can, and I do not 
know that it can ever be determined until the contract is finished 
whether the actual cost under this method will exceed or will not 
exceed that aggregate amount. Even if the engineer's estimate were 
to be less, of course the contractor might nm over the estimate, or 
he might run under it if the estimate were to be more than 
$135,000,000. 

STATEMENT OF HON. WILLIAM H. TAFT, SECBETABY OF WAB. 

Secretary Taft. I do not want to go into the details, except as 
questions may be asked; but I would like to state generally the 
reason why this form of contract was taken. I wiU state, first, 
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that it is a contract by which the contractor furnishes hardly any- 
thing to the Goyemment except his skilly his organization, and the 
motiye which a contractor has for reducing the price; and that 
motiye we think we haye furnished without requiring him to bid on 
a lump sum or for prices to be paid him based on unit prices and 
estimated quantities. 

The reason why we did not think it wise in inviting bids to take 
the ordinary course of asking the contractor to fumisn the material 
and furnish the labor and then be paid on estimates from month to 
month or from quarter to quarter was because we felt that in the 
1 discharge of this work the element of risk was so yery great that, 
lowing to eyery contractor's want of knowledge of the exact con- 
ditions there, we could not secure a bid at a price which would be 
economical to the Goyernment. By reason of the contingencies 
inyolyed in the discharge of work in tne Tropics at a remote distance, 
with the labor question largely unsolved and with the. conditions 
in respect to the structures as uncertain as they necessarily are on 
the Isthmus, any contractor acting on reasonable grounds must 
charge the Goyernment or insure himself against loss by a very 
much greater percentage than the Goyernment would actually incur 
in the matter of risk if it ran the risk and insured itself rather than 
the contractor insuring himself. The principle is partly illustrated 
by the fact that the Goyernment does not insure its buildings, 
because it has so many buildings that a loss can not occur to it such 
as to make it less expensive for it to insure itself than to insure 
in a company which must take into consideration all the losses it is 
likely to suffer; whereas the private owner of a building, which is his 
all, and in which a large part of his capital is involved, must necessa- 
rily insure and pay a nigh rate in order to prevent what would be a 
great disaster to mm. 

Senator Culberson. Right there, is it not the fact 

Secretary Taft. The Government (If I may continue this) is bound 
to go through with this business. It has the money, it is putting it 
in, and it can afford to suffer all the loss that would accrue and that 
would be sought to be met by the percentage of contingency that the 
contractor would include in any bid that he might make. Therefore 
the purpose of the contract was as far as possible to reduce the risk 
of the contractor, and to make the contractor in a sense nothing but 
a Goverament agent. 

Senator Culbbbson. Right there is where I wanted to ask you a 
question a moment ago, A^thout expressing any opinion, bec/use I 
have none. I am waiting, listening. 

Secretary Taft. Yes, sir. 

Senator Culberson. Is it not the fact — does it not amount to 
that — that entering into this contract practically, to all intents and 
purposes, makes the contractor what the present law contemplates 
should be the Commission? 

Secretary Taft. No, sir; not so. If the principle of this 

Senator Culbebson. In other words, the instrumentality that 
Congress decided upon to construct this canal by the President was 
the Commission; and now you are placing the contractors between 
the Commission and the work, so that a second agency has been cre- 
ated, or will be created, by the contract system to do work which the 
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act of Congress contemplated should be under the supervision of the 
Commission. 

Secretary Taft. No, sir; I think not. 

Senator Culberson. Well, do you want to keep this Commission, 
too — this expensive Commission, nere? 

Secretary Taft. No; I do not want to. 

Senator Culberson. Besides paying five or six million dollars to 
the contractor? 

Secretary Taft. I do not want to keep it. What I mean is that I 
would like to have a chief engineer, who shall himself be the Isthmian 
Canal Commission or Commissioner, just as the law which has been 
introduced provides. So large a Commission is certainly not neces- 
sarj^. If we desire to use engmeers, we ought to employ them as con- 
sulting engineers, and pay them either a salary or for the work which 
is done. I think we have now reached the time when we can do 
that. 

But to recur to your former question: I have described the con- 
tractor in a sense as a Government agent. I do not mean thereby 
to foreclose myself from saying that he is a contractor, because there 
is a well-known system of contracts throughout this country known 
as percentage contracts. Mr. Stevens, wno suggested the form of 
this contract, suggested it because he had workeawith such contracts 
on the Great Northern Eoad; and I have been surprised to find how 
many percentage contracts are now being let by many of the great 
railroads and many of the persons who are constructing builaings. 
The contractor is paid a percentage; but his expenses are paid, after 
they have been incurred, in a very short time. He usually buys the 
material, and he occupies, in law, the relation of contractor to his 
principal. He employs the men. They have no relation to his 
principal. He is tneir employer, and he is a contractor in the true 
sense of the word. But the terms of the contract are such that the 
principal turns over to him the plant, and turns over to him the 
matenal ; or, if he does not turn it over to him, he pays him for it in 
so short a time that it is practically the same thing, and he gets lus 
reward in a percentage on the amount of money that he expends. 

That system of contract reduce to the contractor the risk that he 
runs, ana throws the risk, as it ought te be. on the Government, 
which is able to stand it, and able to reduce tne element of risk and 
the loss, because it stands the risk. It has the money to do it; 
it has the capital to do it, and it does not have te estimate it, for 
it stands it. It suffers the actual loss rather than pay to the con- 
tractor an anticipated loss which is much larger than the actual loss 
would reasonably be. 

On the other nand, what we wished to secure on the part of the 
contractor was the same motive that the contractor would have in | 
performing an ordinary contract, to wit, the motive of private gain t 
in reducing the cost • and that motive of private gain we all recognize. 

The question has oeen asked as to whether we expect the contractor ' 
to reduce the cost of labor. Of course we do. That is the real reason 
why any contractor is invited to do the work for the Government, 
rather than to do it by Government work; because, no matter how i 
conscientious the Government agents may be, it is found that the 
obligation of the oath and the desire to do their duty is not as strong 
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\ as the motive of private gain to close all the comers, to save the leak- 

I ages, and to reduce wages and pay where they ought to be reduced, or 

* keep them down to something reasonable. That is human nature — 

that is all; and that is an element of human nature that has been 

recognized ever since this Government was founded — that it is much 

better to have a contract, if we can do work by a contract, than to do 

it by day labor by the direct agency of Government officers. ^ 

I Senator Culberson. The idea, tnen, is that the total percentage 

that the contractors will receive represents, and will represent in a 

sense only, their profit on the transaction if they had originally taken 

i it in the usual way of paying for everything themselves? 

Secretary Taft. Except this: We pay everything, practically, that 
they do on the Isthmus. There are a number of things left out that 
we do not pay and that they have to incur; but they have to carry 
on their organization in this coimtry, and they have to be paid for 
their own time. I will say how important I deem that time. We 
have had estimates from various contractors as to what that organi- 
zation ought to cost them. The people who bid 12J per cent said 
that the organization would cost them 4 per cent; and tnen there are 
others who say that they do not expect to make anything out of the 
contract except what they make by earning the premium — that is, 

Senator Hopkins. Mr. Secretary, where does this 4 per cent come 
in? Where do the contractors claim that it goes? 

Secretary Taft. In maintaining their organization here, getting 
their labor here, paying the men who finance the enterprise here, and 
so on. 

Senator Hopkins. Do you mean the commission to the bankers? 

Secretary Taft. Yes, sir. That is one of the thinffs that we have 
found ratlfer discoura^ in the form of this contrlct, in reauiring 
five millions of capital- — that the amount of percentage that has to 
be paid to the capitalists who advance the money has increased the 
percentage that has been charged more than we thought it would. 
f Now, let us see what this contract covers. It covers transpbrta- 
\ tion and excavation; it covers concrete work, and it covers dredg- 
\ ing. Those are the three great departments. The purpose of this 
contract was to secure, if possible, on this percentage basis, the skill, 
experience, and organization of the greatest contractors in the 
country in those three different branches. And if we can do that, 
and if we have done that in these bids that we get, then it seems to 
me that it would be very wise to carry out the contract. But I beg 
of the committee to carry in mind the fact that in order to secure that 
the closest investigation must be made into the character of the con- 
tractors, into their stability, into their experience, and into their 
responsibility and rehability as men, and also into their organization 
for the purpose of enabling them to furnish the men who can control 
this particular work and this particular branch of work on the Isth- 
mus when the contract is entered into. 

If we do not get all those elements, then we do not get what the 
bids were invited for, and we do not get what will make tliis contract 

frofitable. That is what I mean when I say I favor the contract; but 
favor it in the light of the description in the invitation for bids as to 
what we wish in a contractor. 
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Of course, we oflfer not only the inducement to reduce the cost, 
and thus create a premium for the contractor of one-third of the dif- 
ference between the estimate and the actual cost, but we also offer 
a premium of $100,000 a month in the matter of time, so that we 
hope we have furnished a motive different from that in the ordinary- 
contract, but still a very powerful motive to the contractor to give 
us the benefit not only of the disposition to economy under an ordi- 
nary contract, but also the disposition to push the work. And it 
goes, it seems to me, without saying — the experience of human 
nature is — that the contractor can push the work harder than the 
Government official. The man whose salary is dependent merely on 
a proper discharge of his duties, one that can not be criticised, will in 
the end not do so much to push the work as the man whose profit 
depends on it. 

Senator Hopkins. This percentage, as I understand it, is not a 

f)ercentage on the material, but a percentage on the amount paid for 
abor, is it not? 

Secretary Taft. Yes, sir; practically that. It is a percentage on 
what is called iu the contract the reasonable cost; but we elimmate 
from the reasonable cost so many things that the Commission fur- 
nishes that it is practically the labor roll added to the cost of small 
tools; and that, 1 understand, most contractors estimate to be about j 
3 per cent of the total cost. 

Senator Hopkins. In what way in your contract have you guarded 
yourself against stuffed pay rolls ? 

Secretary Taft. Merely by the auditing. We have complete . 
charge of the auditing of the accounts of the contractor. We have a 
large auditing bureau, and the contractor does not get the money 
imless we have an opportunity to examine his vouchers from month 
to month. 

Senator Hopkins. Suppose he reports that he has 17,000 men 
at work? 

Secretary Taft. We shall have to have timekeepers and all that 
sort of thing to conduct the inspection, just as we now do. 

The Chairman. Does not the contractor furnish the supplies to his 
employees, or are they furnished by the Government? 

Secretary Taft. They are furnished by the Government, or he may 
do so; but if he does do so, he is not entitled to make any profit 
out of that. 

The Chairman. There is no profit in that to him? 

Secretary Taft. No, sir. Now, suppose the pay roll were to cost 
$50,000,000. At 6.75 per cent that would amount to S3,375,000, 
which would be about $421,000 a year for eight years. That would 
be the compensation that he would receive if he completed the work 
at the estimated cost and in the estimated time. Of course it would 
increase largely if he reduced the cost, and he would earn $100,000 a 
month, according to the time reduced. , 

Senator Hopkins. Then, practically, Mr. Secretary, as I under- ! 
stand it, all the profit he gets is really what he makes on the labor — I 
that is, the percentage on the cost of the labor? ! 

Secretary Taft. Yes, sir; that is it. That is one of the objections 
that the contractors made to our claim that the percentage ought to 
be lower. They said this was not a percentage on the real cost of 
the work; it was a percentage only on the pay rolls. 
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Senator Kitteedge. There is a provision permitting the contractor 
to take over the mess? 

Secretary Taft. Yes; but you will observe that there is a provision 
which says that if he does he shall not make a profit out of it. 

Senator Ejttredge. But he is allowed a commission on that in 
that event, is he not? 

^Secretary Taft. Yes; he is allowed a commission. It goes into the 
reasonable cost of the work, so that it is figured just as labor would 
be, or as the small tools would be. 

Senator Kitteedge. So that that is another element upon which 
the percentage may be reckoned? 

Secretary Taft. Yes, sir; upon which it might be reckoned. Then 
there is another provision: We have the option to furnish the coal or 
not, as we choose. If tl^e contractor furnishes it, it would go into 
the percentage; and so with the cement. 

Mr. Rogers. Cement and explosives; we furnish him those? 

Secretary Taft. Yes; well, tne coal is the same way you will find. 
I think that there is an option to furnish it. 

Mr. RoGEBS. We furnish the coal, but reserve the option to furnish 
the electricity. 

Secretary Taft. Oh, is it electricity? 

Mr. Rogers. Yes. 

Secretary Taft. I thought it was coal. There was one point with 
respect to the plant that we received from the French. 1 think it 
ought to go into the record, if that becomes important at all, that 
we did not pay anything for that according to the calculation or 
itemized statement of the forty millions. That included for excava- 
tion, $27,500,000; for the Panama Railroad, $6,850,000; for maps, 
drawings, and records, $2,000,000; for buildings, storehouses, hos- 
pitals, land, equipment, and everything of that nature, about 
$4,000,000; and as I have imderstood, the material in the machine 
shops and all this enormous plant, most of which is of no use at all, 
was simply thrown in. You have had occasion to investigate these 
matters and perhaps know better than I do; but that is my recollec- 
tion of the statement, and Mr. Shonts confirms it. 

Senator Hopkins. Under the contract, stippose that a piece of 
work is negligently done, and under such conditions that it has to be 
done over? 

Secretary Taft. The contractor has to do that at his own expense. 

Senator Hopkins. How do you get at that? Suppose he claims 
that there is some Government liability in that; that you are not 
furnishing him cars, or proper transportation, or this or that? 

Secretary Taft. That is left to the final decision of the Chief 
Engineer. 

Senator Hopkins. Is he the arbiter of that? 

Secretary Taft. Yes. 

Senator Hopkins. So there is no question of the Government being 
injured through anything of that kind? 

Secretary Taft. No, sir. 

Senator Hopkins. It is not left for a lawsuit? 

Secretary Taft. No, sir; that is one of the elements that the con- 
tractors count as a risk of the contracting. It seems to be a substan- 
tial part of the contractor's risk — this doing over work which proves 
not to have been well done. 
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Senator Hopkins. And regardless of whatever they may contend, 
they present their claim to the Chief Engineer, and if he decides that 
it was due to the negligence of the contractor, the contractor will be 
compelled to reconstruct that work in accordance with the original 
plan, without cost to the Government ? 

Secretary Taft. Yes, sir; the provision is that, except in case of 
fraud or palpable error apparent on the face of the record, the Chief 
Engineer s decision shall be final. 

Senator Hopkins. Fraud on the part of whom? 

. Secretary Taft. Of the Chief Engineer. 

Senator Hopkins. Yes; or palpable error, you say? 

Secretary Tabt. Or palpable error. You have tne contract there, 
have you not? 

Senator Kittredge. Yes; I have it. 

Senator Hopkins. I have never read it. 

Secretary Taft. You ought to read this. 

The Chairman. You have a copv of that contract, have you not? 

Senator Hopkins. I do not thinK I have. If I have, my clerk has 
not called my attention to it. 

Secretary Taft. Here it is: 

In the absence of fraud, misconduct, or a palpable error apparent on the face of any 
decision or award. 

Senator Hopkins. Would not the expression ''palpable error'' 
lead them to take an appeal on that? 

Secretary Taft. They can not put in any evidence on that. 

Senator Hopkins. That is the point I want to get at. If they 
present evidence, they will present their testimony to the chief 
engineer? 

Secretary Taft. Yes. 

Senator Hopkins. And he will look that all over, and if in his judg- 
ment they should reconstruct, they will take an appeal from that. 
Does not that leave it open as a question of fact, the same as it would 
be with a jury? 

Secretary Taft. No; I do not think so. The truth is that that is 
drawn from the language which justifies a rehearing of a final decree 
in equity, and that is very narrowly limited, and it has to be apparent 
on the race of the record. That is, it is not a question of weighing 
evidence, and it is not a question of deciding whether 

Senator Hopkins. Yes; I am familiar wiOi the equity rule on that 
point. 

Secretary Taft. Yes. 

Senator Hopkins. But where do the contractors appeal to ? 

Secretary Taft. They appeal to the chairman of the Commission. 

Senator Hopkins. And then where does it go ? 

Secretary Taft. It does not g:o beyond that; that is final. But 
where the chairman of the Commission and the engineer are the same 
person, there is a provision in the contract which enables the appeal 
to be left to the head of the Department designated by the President 
for the time being to supervise the work. 

Senator Hopkins. And then his decision 

Secretary Taft. His decision is final. 

Senator Hopkins. Oh, well, that would be all right. 

p c— VOL 4—07 18 



3240 INVESTIGATION OF PANAMA CANAL MATTERS. 

Secretary Taft. You see it is provided in Article XIII that — 

"Commiflsion" means the present Isthmian Canal Commission or any successor 
thereof, or any individual, officer, or department of the United States to whom or to 
which the duty of constructing or arranging for the construction of the Isthmian Canal 
may hereafter be intrusted, by law or Executive order; and "Chairman of the Com- 
mission'' means any successor exercising the chairman's present functions. 

Senator Hopkins. The point I was getting at was that it does not 

S*ve them an opportunity to go into court and file claims against the 
ovemment, and all that sort of thing, and litigate them. 

Secretary Tabt. No; it was drawn specificallv to avoid that. 

The question of the legaUty of the contract wnich has been raised 
was raised yesterday in the other committee. I have had occasion to 
answer a number of questions by this committee before as to what the 
power of the President is under the law. It seems to me he has the 
power to make a contract for the construction of the canal, subject 
to such limitations as may arise from the limitation in respect to the 
issuing of bonds and the appropriations; but the question as to just 
what limitation that was, if any, has never been mooted with us, 
because it has never come to the point. 

After looking at the law, however, it seems to me that if we were 
to find by an estimate that the cost must necessarily exceed the 
amount contained in the law, we would not have the right to go on 
with the contract until we got special authority from Congress. That 
is my judgment about the construction of the law. 

There is one other point with reference to the legality of the con- 
tract, and that is the feature of it which stipulates that, outside of the 
total cost of the work upon which a percentage is to be calculated, the 
damages to employees from negligence of the contractor (I do not 
know whether that includes members of the pubUc as well as em- 
ployees) 

Mr. Rogers. Yes 

Secretary Taft (continuing). Shall be met two-thirds by the Gov- 
ernment and one-third by the contractor; and it has oeen ques- 
tioned whether we had the power, or the President had the power, 
under this act to make such a contract in view of the general prmciple 
of law that the Government is not liable for damages for injury 
committed in tort. 

Mr. Root and I discussed that question at some length, and we 
reached this conclusion (I do not know that we are firm in the matter, 
but we reached this conclusion) : That taking a contract like that, by 
and large, considering the actual fact that a contractor in making his 
bid must necessarily msert as part of the percentage of his bid some- 
thing to meet that expense, therefore, while we could not pay dam- 
ages of that sort, we might make an arrangement with the contractor 
wio had to meet them to recompense him for that element of cost; 
and we were led to that by what we found with respect to the fideUty 
companies, and what they were going to charge the contractor for 
the damages which would accrue in this way. 1 do not think I exag- 
gerate when I say that they proposed to charge from 2 to 5 and 6 per 
cent. You will remember better about that, Mr. Rogers, than I do. 
[ Mr. Rogers. They stated to me from 3 to 5 per cent. 

Secretary Taft. From 3 to 5 per cent on the pay roll. We hoped 

' to secure bids at a percentage or 5 per cent on the pay roll, and that 

one item alone would tend to increase by 50 per cent or 100 per cent 
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the percentage of the contractor. We had had experience down on 
the Isthmus in runnmg the Panama Railroad Company, and had 
fomid under that jurisdiction and under the conditions that prevailed 
, there how very small the element of recovery for such damage is. 

Senator KiTTREDGE. Before you came in, Mr. Secretary, I raised 
that question with Mr. Rogers, and he gave substantially the reasons 
which you now give as influencing the making of the contract in this 
form. 

Secretary Taft. Yes. 

Senator KiTTREDGE. Now, the question that I had in mind was as 
to the legality of it, rather than the reasoning. 

Secretary Taft. That is the question. It is the question of the 
legality, and I am explaining why we had a motive for sustaining the 
. legality if we could. 

Senator Kittredge. Yes; I understand the reason. 
^ Secretary Taft. It was mooted the other day in the Appropria- 
tions Committee of the House, and they thought that it might be wise 
to put something in the sundry civil bill among the appropriations 
justifying such a departure from the general rule which applies in 
Government contracts of that sort. 

Senator Kittredge. In connection with your testimony, Mr. Sec- 
retary, I would like to put in the record the contract and proposition. 

Secretary Taft. Yes. I think we ought to furnish you copies of 
the whole thing, Senator, for each member. We have them here. 

Mr. Rogers. I wbuld suggest putting in also that letter from Mr. 
Shonts transmitting it. 

Senator Kittredge. We would like to have, for our permanent 
record, all the records that you have connected with this contract. 

Secretary Taft. Yes. 

Senator Kittredge. If you have not them here, could you furnish 
them? 

Secretary Taft (to Mr. Rogers). Have you not some other records 
and correspondence there? 

Mr. Rogers. Yes; I have here also a general plan for the construc- 
tion of the Panama Canal, gotten up by our engmeers and sent out to 
the bidders. 

Secretarv Taft. You might give the whole history. There is a let- 
ter from Mr. Stevens there, is there not, in tl\e beginning? Was that 
a confidential letter? 

Mr. Rogers. What do you mean? 

Secretary Taft. The letter recommending the construction by 
contract. 

Mr. Shonts. That he wrote to me — ^yes; we have all those. 

Mr. Rogers. Even before that; we have the first draft that Mr. 
Brown submitted. 

Secretary Taft. I think possibly the Senate would like to have all 
those things. 

Senator Kittredge. We would like to have everything you deem 
valuable for our information. 

Secretary Taft. I will go over it with you and send it up for your 
records. 

Senator Hopkins. We do not want any lumber, though, Mr. 
Kittredge. 

Senator Kittredge. Oh, no. 
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Senator Hopkins. We want the completed part — the part that the 
Commission and the Secretary act upon. 

Senator Kittredge. That is what I have in mind. 

Senator Carmack. Mr. Secretary, I have never understood how the 
contractors could make any intelligent estimates on the work down 
there so long as the labor system is in such an uncertain state. 

Senator Hopkins. They do not have to, under this contract. 

Secretary Taft. That is one great difficulty under this contract, as 
I suppose Mr. Rogers has explained. 

Senator Carmack. I know; but you have tried to make some esti- 
mate as to what the work is going to cost as you go along, have 
you not ? 

Secretary Taft. Yes. 

Senator Carmack. So as to try to keep it within the bounds, 
anyway? 

Secretary Taft. Yes. It is very hard to do it. That is the real 
reason why we took £his form of contract. 

Senator Carmack. One strong argument, it strikes me, in favor of 
this sort of a system would be that fact. 

Secretary Taft. Yes, sir. 

Senator Carmack. I do not see how a contractor could go there 
and intelligently make an estimate and make a contract to do a piece 
of work for a certain fixed sum. 

Secretary Taft. I do not think he could. 

Mr. Rogers. He simply could not. * 

Secretary Taft. I thmK Mr. Rogers must have explained the equi- 
table features of the contract. 

Mr. Rogers. I did not give a summary of it as I did yesterday, 
because they immediately commenced to ask questions as to special 
features, and I therefore put in that written statement. 

Secretary Taft. Let me make this statement, then. Of coimse the 
fixing of the estimate is the keystone to any additional reward or any 
reduction on the reward that the contractor is to get. The question 
which was put to us once, when we stated that we wished to eliminate, 
as far as possible, risk to the contractor, was. How do you eliminate 
that risk if you make his reward contingent in any way on an esti- 
mate that you must make, that he might have to make m bidding on 
a limap sum? And it had weight. 

We have attempted to meet that in this way: We have provided 
in the contract that any change in the scale of wages, any cnange in 
the knowledge of the physical data, or any circumstance of material 
bearing which, by reason of lack of their then knowledge, the com- 
mittee did not take into consideration, might be used as a basis 
for an appeal to the President of the United States to direct a revi- 
sion of the estimate with those facts known, and that this revision 
might be undertaken either at the instance of the United States or at 
the instance of the contractor. That was the way in which we 
attempted to remedy the difficulty, leaving the matter to the decision 
of theTresident of tne United States, not as to what diflFerence ought 
to be made in the estimate, but as to whether the facts relied upon 
were sufficient to justify a recalling of the committee and a revision 
of the estimate, both as to time and as to cost, by the committee. 

I am very much obliged to the committee for its patience. 
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The Chairman. Mr. Secretary, is there anything further that you 
wish to state ? 

Secretary Taft. No, sir; I have nothing more. 

The Chairman. Mr. Shonts, do you wish to make any statement 
to the committee ? 

Mr. Shonts. No. 

Senator Kjttredge. Mr. Shonts, may I ask you one question? 
Has the Commission records of the high water during the past season 
on the Isthmus? 

Mr. Shonts. Yes. 

Senator Kittredge. Are they here in Washington? 

Mr. Shonts. I told Mr. Stevens, as soon as he had the computa- 
tions finished to send them up, and I presume they are there. I 
have not personally seen them. 

Secretary Taft. If they are there, can you not send copies of them 
to the committee? 

Senator Kittredge. That is what I was going to ask. 

Mr. Shonts. I will. I will send them up, and if they are not there, 
I will cable for them and have them sent up and sent to you. At the 
time I got the last letter from him prior to my answering him and 
telling him what I wanted, as I have just stated, he told me that the 
computations up to that time made nim think that the waters were 
as high and that the velocity was as great as in 1879, and he rather 
thought that the final figures would show that it was greater. 

Senator Kittredge. This committee has records oi that sort for 
many years past, and we would like the records of this past season. 

Tne Chairman. Have you any additional borings, Mr. Shonts, 
since the last were furnished here ? 

Mr. Shonts. No; not since the last were furnished. 

The Chairman. They were pretty liberal at the time. 

(The committee thereupon adjourned.) 

The following is the paper prepared and submitted by Mr. Rogers 
and referred to in his statement: 

Memorandum on form of contract adopted hy the Commission for ihe 

construction offfie Panama Canal, 

Before the type of the canal was finally fixed by Congress it had 
long been the best judgment of those most intimately connected with 
the construction or the canal that certain manifest advantages were 
to be obtained by providing for its construction through some form 
of contract. Immediately after the lock-level type was determined 
upon by act of Cohotcss June 28 last, the chairman and the Commis- 
sion proceeded to tne Isthmus, and there the general form that the 
contract should take was matter of frequent discussion between the 
chairman and the chief engineer, Mr. Stevens. Upon the return of 
the chairman to the United States, in August, the actual preparation 
of the contract was seriously taken up. The final form was the result 
of repeated consultations with many leading contractors from all 
parts of the United States and their counsel and of long deliberations 
with the Secretary of War, the Secretary of State, ana the President 
himself. 
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Many sujggestions were received from many sources, and all were 
given consideration, but none was ever adopted unless it appeared 
that, while offering substantial in4ucements to contractors to submit 
reasonable bids, the interests of the Government were likewise fully 
protected thereby. The primary consideration with the Conmiission 
and its advisers at all times was that the contract should secure such 
complete control of the work to be performed to the Government that 
the (jovemment should not suffer throxigh the contractor's ability 
to stand upon any provision of the contract, whether express or 
implied, or even by reason of his default. Within the limits fixed by 
this consideration the Commission endeavored to frame a contract 
which would be fair to the contractor and not entail upon him useless 
hardships without corresponding advantage to the Government. 

A contract upon a percentage basis clearly seemed to afford the 
greatest measure of protection to the Government with the least pos- 
sible burden to the contractor. Such a form of contract, moreover, 
was best adapted to the nature of the work. It enabled the Govern- 
ment from time to time to change its plans and specifications. It 
would unquestionably prove less expensive, inasmucn as it eliminated 
that large addition for unforeseen contingencies which any contractor, 
in justice to himself, would be required to add to the apparent cost in 
bidding for the work as a whole or upon the basis of umt prices. The 
advantages of this form of contract were set forth in great detail in 
a letter of the chairman of the Commission to the Secretary of War, 
transmitting the original draft of the contract, August 29, 1906, to 
which reference is made. 

With this preliminary statement, the form of contract actually 
adopted a,nd required to be accepted by all bidders under the terms 
of the invitation will now be considered. Special attention is invited 
to those provisions which protect the Government against loss or ill 
treatment at the hands of the contractor. 

The manifest advantage to be obtained by the Government from 
the contract method of construction was not to be found in the entire 
surrender to the contractor of a vast body of the work intimately but 
not immediately connected with the work upon the canal. Experi- 
ence had already shown that all governmental functions, the sanita- 
tion of the Isthmus, the maintenance of hospitals, the conduct of the 
commissary department and of the eating nouses, the construction 
and maintenance of quarters, whether for the employees of the con- 
tractor or of the Commission, the operation of the Panama Railroad, 
and, finally, the purchase of materials and supplies, could be handled 
with entire satisfaction by the Commission, and at an ultimate cost 
not greater than could be expected from the best discharge of these 
functions by the contractor. In handling these special matters the 
intervention of the contractor offered no distinctive advantages. 
The preponderance of advantage was, indeed, the other way. The 
main advantage of the contractor's intervention lay in taking up the 
work of actual construction. The line between the work to be done 
by the contractor and that reserved to the Commission was therefore 
drawn at this point. 

The contractor is strictly limited in his activities to the work of 
actual construction, under the direction of the Commission and its engi- 
neering force. This limitation upon the contractor has required the 
Commission to furnish and maintain the entire construction plant 
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and all the materials that enter into the construction of the canal. 
From this circumstance several advantages ensue. The elaborate 
plant already assembled upon the Isthmus by the Commission can 
not be rejected by the contractor. . Upon the cost and maintenance 
thereof and upon the cost of the materials that enter into the canal 
no commission is paid the contractor, and the contractor's com- 
pensation is correspondingly lessened, and, finally, the judgment of 
the chief engineer of the Commission in all cases controls, not only as 
to the character of the plant itself, but as to its extent and cost. The 
advantages reserved to the Commission in supplying and retaining 
complete control of the plant are likewise extended to other obliga- 
tions which it was incumbent that the Commission should assume upon 
behalf of the contractor. 

These obUgations, which the Commission would incur at all events, 
even if it continued to do the work by direct labor, include the fur- 
nishing of quarters for the proper housing of the necessary employees 
of the contractor, as to whicn, however, the Commission is to be 
allowed a reasonable time for their construction; hospitals, ware- 
houses, and office buildings necessarilv required by the contractor in 
the prosecution of the work; telegraph and telephone service; exten- 
sions of the Panama Railroad, where essential to the proper execution 
of the work, which if not furnished by the Commission the contractor 
would be entitled to furnish himself and charge against the Commis- 
sion, with his percentage upon the cost. With respect to the con- 
tractor's employees and the feeding of the contractor's men, exactly 
the same rights are extended to the contractor's employees as to those 
of the Commission; but the Commission, in order to prevent secret or 
incidental profits in most of all a matter so important to the employees 
as their suDsistence, has provided that the contractor shall make no 
profit from the operation of the mess houses if he takes the same over; 
and it is also provided that the Commission's own employees shall 
under all circumstances be entitled to equal accommodation at such 
mess houses as are taken over by the contractor with the contractor's 
own employees. 

An exception to the general rule that the Commission would sup 
ply all of tne facilities required by the contractor tp efficiently prose- 
cute the work is made in the case of hand tools and minor machmery, 
such as are usually cairied in stock, and in the case of what is known 
as *' running repairs" upon equipment utilized by the contractor. 
Hand tools and minor machinery ao not enter to any large extent into 
the aggregate cost of the canal. Many of them are owned by the con- 
tractor's own employees, who would prefer to use their own tools. 
A certain discretion in regard to the use of these tools, without the 
sacrifice of any advantage to the Commission, afforded a positive 
advantage to the contractor. It was therefore provided that they 
may be furnished by the contractor himself, then: renewal and the 
cost of current purcnases thereof to be a proper charge entering into 
the monthly estimates. The Commission is prepared to make in its 
shops all substantial repairs to the construction plant. It will often 
happen, however, that breakdowns and damages of a trivial character 
will be inflicted upon the plant while actually employed in the work 
of construction. These repairs can be readily made by the con- 
tractor's men on the spot, whereas if this obligation were assumed by 
the Commission it would be required to maintain a traveling force of 
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workmen, and the cost of the Commission would be out of proportion 
to the advantages obtained. 

The obhgations imposed upon the contractor, while not believed to 
be unreasonable in any respect, are such as keep him within lines of 
general conduct which previous experience in the construction of the 
canal has shown to be essential to its best progress. The Commis- 
\ sion's employees upon the ^^gold" list, who after two years of labor 
' are in the main picked men, and whose fidelity to duty could not with- 
out injustice be overlooked by the Commission, are required to be 
taken over bv the contractor, nor can they be discharged or their sal- 
aries reduced, except for cause, and then only bv the approval of the 
chief engineer. Contracts for labor which the Commission may have 
entered into the contractor is likewise required to assume, but in view 
of the small number of these contracts this obligation has become of 
minor importance. He is required to scrupulously abide by all the 
rules and regulations prescribed by the samtary department, and to 
issue such orders to his own men as may be required of him for their 
proper observance and enforcement. He must for cause discharge 
any employee in his service upon written notice of the chairman or 
the chief engineer. He is required to comply with the laws of Con- 
gress respecting the hours of labor, the character of employees, and 
other matters, in so far as the same may be applicable to the work 
undertaken by him. He is required to assume a responsibility for 
the material put into the work, and can only exempt himself irom 
liability for damage or extra expenditure occasioned by the use of 
unsound materials in cases where the chief engineer has in writing 
definitely approved of the materials or their preparation and use. He 
must agree to carry on the work, if required, during the night as well 
as during the day, and in such shifts as may be required of him. He 
shall not enter into subcontracts for the performance of the work 
without the consent of the Commission, to be given only after the 
contractor has furnished full information as to the nature of the pro- 
posed contract and as to the financial standing, resources, and facil- 
ities for carrying on the work of the prpposed subcontractors; and, 
finally, he is held responsible by the Commission for all injury and 
damage inflicted upon the plant with which he may be intrusted by 
the Commission and upon the canal or any of its auxiliary works by 
the negligence of himself or any of his employees or subcontractors or 
the employees of such subcontractors. 
/ As the contract was originally drawn the contractor was likewise 
I required to assume the cost oi meeting the valid legal claims of 
f employees or others for damages due to the negligence of the contract- 
or's employees. In the final form of contract, however, the Commis- 

• sion agreed to assume two-thirds of this cost. It was not until after 
mature consideration that the Commission consented to adopt this 
course. It became obvious from the general attitude of the con- 
tractors and of the indemnity companies on this subject that the Com- 
mission would either have to assume a moderate liability in this 
regard or else pay for these negligence claims perhaps many times over 
in the form of enhanced bids which the contractors would otherwise 

I have been required to submit. The legal liability for injury claims 
1 is very much less upon the Isthmus than under the laws of any State 

• of the Union. The courts there, for example, have held that under 
the Spanish law the master is not responsible for the negUgence of 
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his a^Evants who disobey his orders. A cause of action does not sur- 
vive in the case of wrongful death. Trials of such claims are held 
before experienced judges alone, and up to the present time the num- 
ber of these claims even against the railroad company, which is sub- 
t'ect to suit, and the cause of many serious accidents upon the Isthmus, 
las been extremely small. The question, therefore, whether the Com- 
mission should assume a portion of these claims became one of expe- 
diency alone, and the argument on this point, in view of the unreason- 
able attitude of indemnity companies, who were asking from 3 
to 5 per cent of the pay roll of the contractor to insure him against 
loss in this regard, seemed to definitely settle this question in favor 
of some concession. The whole point, however, was not conceded. 
A liability of one-third of the cost of meeting these claims is still 
left with the contractor, and that it is thought will be sufiicient to 
entail upon him a proper degree of care in the prosecution of his work. 

The contractor is paid on or about the 15th day of each month 
for the cost of the actual construction work done by him during the 
preceding calendar month; but the cost of the organization of the con- 
tractor, nis administration, legal, and general expenses, interest, 
taxes, cable service, and all expenses due to his own negligence or 
inefiiciency, with the exception of the provision as to the personal- 
injury claims above referred to, and an other expenses not directly 
connected with the construction work carried on by him under the 
contract, are excluded from this cost. The items thus excluded 
must be paid by the contractor out of his capital or out of the per- 
centage otherwise payable to him. The aggregate amount of these 
payments to be made by the contractor upon his own account will, 
of course, be considerable'. It has been estimated at from 1} to 5 
per cent of the percentage payable to the contractor under the con- 
tract. 

The completion of the canal at the earliest practicable date has / 
always been the prime consideration with the Cfommission. Closely 
connected therewith, in many aspects a direct consequence of expe- / 
ditious construction, has been the question of economy. If the con- ^ 
tractor were paid his percentage simply upon the cost of the work 
performed by him, as has been the usual practice, the incentive to 
quick and economical construction would, it is evident, be nothing like 
so great as under the scheme provided for in the present form of |^ 
contract. The great spur of self-interest would be wnoUi^ lacking. 

The contract provides that the percentage is to be paid upon the 
total estimated cost of the work that the contractor is called upon to 
perform under the contract, excluding from the estimated cost charges 
which the contractor is compelled to assume himself, and excludmg 
all allowances for losses and damages attributable to acts of himseff 
and employees and all allowances for contingencies. This estimate is 
provided to be made by an engineering committee, composed of two 
engineers of approved standing nominated by the contractor and 
three by the Commission, one or whom shall be the chief engineer of 
the Commission and the chairman of the engineering committee. 
The cost of none of the plant or materials supplied or services per- 
formed by the Commission, of course, enters into this estimate ; and 
upon this part of the total cost of the canal, as heretofore stated, the 
contractor draws no percentage. The provision excluding the Com- 
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mission from adding to this estimated cost the usual allowance for 
contingencies is one which aroused considerable opposition among the 
contractors; but the Ter^ design of the present form of contract was 
to exclude, as far as possible, me element of contingency as a risk to 
be assumed by the contractor. The constitution of tlus conmuttee 
was a matter of such high importance that it was deemed important 
that a majority of it should be composed of engineers appointed by 
the Commission, and for similar reasons the Commission refused to 
concede that a unanimous decision should be required of this 
committee. 

Upon the estimated cost as thus fixed, as has already been stated, 
the contractor's percentage is paid; but, should the cost exceed this 
estimate, he forfeits from this percentage one-half of 1 per cent for 
each $5,000,000 by which the estimated cost is exceeded. To illus- 
trate: The lowest bid for the construction of the canal submitted 
under this contract was at 6.75 per cent of the estimated cost. If the 
contract should be awarded under this bid and the actual cost should 
exceed the estimated cost by $10,000,000, the contractor woidd be 
paid only 5.75 per cent upon the estimated cost. On the other hand, 
if the actual cost falls below the estimated cost, the contractor, in 
addition to his other percentage, gets one-third of the saving. If the 
actual time of completing the canal exceeds the estimated time, the 
contractor forfeits $100,000 a month as liquidated damages; if the 
time is less than the estimated time, he is paid a corresponmng prem- 
ium of $100,000 a month. It is entirely obvious that there is the 
greatest motive for cooperation between the contractor and the Gov- 
ernment under this arrangement to improve upon the estimates of 
both time and cost. Laying aside for the moment the great political 
and commercial advantages to the United States of an early comple- 
tion of the canal, which can scarcely be estimated, the actual saving 
in cost, should the canal be completed within less than the estimated 
time, would be several times more than the premium which the Gov- 
ernment under this circumstance is required to pav to the contractor. 
The bonus that the contractor receives in case or a reduction in the 
estimated cost of the completion of the canal requires no explanation, 
as from the very terms of tnat provision it is apparent that the Gov- 
ernment saves twice the amount that is gainedT)y the contractor. 

It is possible from data now accumulated to estimate, with perhaps 
as approximate a degree of accuracy as has ever been possible in the 
history of an undertaking of this character, the cost and time required 
for completing the canal, provided that current conditions, both 
physical and personal, continue unchanged; but this is an assumption 
of course contrary to all reasonable belief, and the contract therefore 
proceeds to provide for a modification of the estimates where a change 
of plan renders it necessary or where the intervention of great emer- 
gencies renders the original estimates inequitable. The committee in 
making their estimates formulate in advance a rule by which these 
estimates may be changed, accordingly as the work is carried on in 
one, two, or three shifts a day; but it is further provided that, if the 
annual average scale of wage, after- the exercise of due economy on 
the part of the contractor, substantially exceeds or falls below that 
taken as a standard by the engineering committee in making their 
estimates, the estimates, with the approval of the President, may be 
amended by the original engineering committee, or by a new one 
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appointed in its place. Likewise, with the approval of the President, 
the estimates may be amended at the instance of either party, should 
it appear that the original estimates were based upon physical data 
so erroneous as to materially affect the estimated cost and time 
of construction, or that they nave become substantially inequitable 
by reason of the intervention of an act of God or for any other mate- 
rial cause which shall not have been taken into account by the com- 
mittee in making their estimate, or for which the contractor is not 
responsible. 

The present plans do not contemplate the construction of break- 
waters or certam auxihary works in connection with the canal. If it 
is decided to construct either breakwaters or further auxihary works, 
the contract provides that it shall be done by the contractor under the 
same terms as the main work is undertaken, and that supplemental 
estimates of the time and cost of completing the additional works 
shall be made. 

Immediate progress imder the contract by the contractor is pro- 
vided for by reqmring that he shall begin the work of canal construc- 
tion within sixty days from the signing of the contract; that he shall 
within ten days thereof nominate his two representatives upon the 
engineering committee, and that the said committee shall proceed to 
fix the estimates of the time and cost, if possible, within ninety days, 
but in any event within six months from the signing of the contract. 
An adjustment of the estimates is arranged for, however, to allow 
the contractor to begin work at any time. 

The interests of the Government are rigidly protected by the article 
upon the subject of the contractor's default. The Chief Engineer is 
permitted to declare him in default if he nedects to proceed with 
reasonable diligence, and fails to keep employea upon the work a force 
of workmen simcient to complete it within at least 20 per cent more 
than the estimated time; if he fails to do the work, in the judgment 
of the Chief Engineer, in a workmanlike manner, or if he become 
insolvent. 

It might very well happen, however, that an unsatisfactory con- 
tractor, without actually violating the contract, or without giving 
the chief engineer of the Commission just ground to put him in default, 
might so loosely and carelessly carry out the contract, or might from 

Eersonal reasons render himself so unacceptable to the people of the 
Tnited States that a termination of the contract, even when the 
contractor was not in default, would become desirable. Indeed, it 
is conceivable that pohtical conditions might arise — a state of war, 
to illustrate — which might render it advisable for Congress to sus- 
pend or to terminate outright the operations of the contractor upon 
the canal. The contract therefore provides for a voluntary termma- 
tion thereof, even when the contractor is not in default, upon the 
terms of paying the contractor a premium of $250,000, and 1 per cent 
additional upon the work performed by him, provided the contract 
should be less than one-third finished. In many respects it is thought 
that this provision will be a greater spur to raithiul, conscientious, 
and dihgent performance by the contractor than even the system 
of penalties and awards to which reference has above been made. 
Ijpon substantially all questions which arise under the contract, 
the chief engineer is made the first arbiter. From the chief engineer 
an appeal hes to the chairman or to the cabinet officer to whose 
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supervision the work is intrusted, if the offices of chairman and chief 
engineer should be at any time consoUdated; and further, by impU- 
cation, to the President and to the Congress of the United States. 
The device of an arbitration board was expressly excluded as being a 
ciunbersome, indirect, and unsatisfactory method of settling diflSr- 
ences, a view in which the most intelligent contractors have con- 
curred. 

In the performance of this contract the Government is secured by 
a bond for $2,000,000, and by a further provision that the contractor 
shall have available for the work of carrying out the construction of 
the canal a capital of $3,000,000, apart from the capital required to 
raise the bond. When it is considered that, under the terms of the 
invitation accompanying this contract, the association of contractors 
qualified as bidders must be composed of substantial contractors 
whose combined experience covers the entire field of the work to be 
performed, and that there have been found two such associations who 
are willing to risk $5,000,000 under the terms of this contract, it is 
apparent that the people of the United States should have no small 
assurance that the construction of the canal under the proposed 
method will be safely and economically carried out. 

The almost constant discussion of this question during a period of 
nearly six months with the best qualified American judgment on the 
subject has suggested the following advantages of the contract system : 

1. Recourse to the trained labor organizations of large associations 
of contractors, and right to call upon men with whom the contractors 
themselves have had many years of actual experience, and upon 
whose fidelity and skill they have been taught by experience to firmly 
rely. These advantages the Government has not been able to obtain, 
and can not obtain except for a period of several years, during the 
present period of active employment of labor in the United States. 

2. The combined Experience of a number of contractors who have 
been successful in large undertakings, and which must necessarily be 
broader and more comprehensive than the experience of any one man 
or two men, however able, who might be directly employed by the 
Government to carry on the work. 

3. A protection against the constant pressure, to which the Gov- 
ernment is subjected, for increase in wage and privileges from all 
classes and in every quarter. Already the Government is paying on 
the Isthmus to its skilled workmen upon an average not less than 50 
per cent, in many cases 100 per cent, more than they are receiving in 
the United States, and, nevertheless, there is a constant agitation 
carried on, not only directly with the officers of the Commission, but 
through every other conceivable channel, for an increase in wage. 
Skilled employees upon the Isthmus necessarily contrast themselves 
with skilled employees of the Government elsewhere, who are a 
favored class and constantly demand privileges with respect to holi- 
days and vacation leave with pay, increased pay for overtime, and 
similar privileges, which doubtless never could be pressed were they 
the employees of a private concern. 

4. Contmuity of the construction work. It must be obvious that 
when the Government is compelled to rely very largely upon one 
or more heads of Departments to carry on this work, it must have 
constantly before it the possibiMty of embarrassments due to the 
withdrawal from the work, from often unavoidable and wholly 
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excusable causes, of important supports. If this is apt to entail an 
embarrassment where the change in control is due to perfectly legiti- 
mate and well accepted excuses, how much greater would it be if the 
Government shoula ever by chance be subjected to the caprice or whim 
of unreasonable employees? 

5. Definiteness in cost and time. With the contract signed and 
supported hj a substantial association of leading American contract- 
ors, with their private fortunes to the extent of $5,000,000 pledged 
to its performance, the people of the United States will possess an 
assurance more reasonable tnan any that it is possible to give them 
otherwise of a fixed time and cost for the completion of the canal. 
The progress of the work at times is actually hampered bv an impres- 
sion, uniortunately widespread, that this is a work which is likely to 
hang on from year to year, to be finished, if at all, in the uncertain 
future. With an association of practical men of high standing in 
their profession, pledging their fortunes and their time to the comple- 
tion of the canal within certain definite limits, it can not be said, 
indeed, that the uncertainty of the future is wholly ehminated, but it 
can be safely contended that it is immeasurably aiminished. 

6. If the United States were now to attempt to construct the canal 
by direct labor there would always be a considerable portion, and 
perhaps a majority, of our people who would believe, in accord-^ 
ance with past experience, tnat however good the accomplishment 
it could have been done better and more cheaply under some form of 
contract. The present plan presents the only safe method by which 
this important Question can be settled. At a comparatively small 
expense to the United States Government, with very little inconven- 
ience to the plan should the scheme prove impracticable, with scarcely 
any delay to the work or disorganization of the Government's forces 
upon the Isthmus, the Government under the present form of contract 
may actually test the eflSciency of the contract method. If the con- 
tractor succeeds, the judgment of that large element of the community 
which has approved this method is vindicated. If he dallies, under 
the provision for the voluntary termination of the contract, the 
Government can be a^ain placed, in full control, with little inconven- 
ience to itself and at the trivial cost of paying $250,000. The circum- 
stance that the Government retains control of so many of the func- 
tions that are to be discharged upon the Isthmus — the sanitary depart- 
ment, the government, the furnishing of supplies, and the maintenance 
of plant — requires it to maintain always upon the Isthmus the frame- 
work of an organization easily expand.ed to take over the whole task. 

7. It speaks highly for the intelligence of our public officials and 
for the public sentiment which supports them, that the work of con- 
structing the Panama Canal has up to the present time been conducted 
strictly as a nonpartisan enterprise. It has been the design of those 
at the head of the Government, and of the Congress itself, to conduct 
this work just as the work of the great private corporations of this 
country is conducted — as a business proposition, pure and simple. 
Without anticipating that this wise policy will ever be departed from, 
it can not be denied that if the construction of the canal be now settled 
by contract a seal will be placed upon this poUcy which would be 
difficult for future administrations to break. 
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(The following papers are also, by direction of the committee, printed 
as part of the record:) 

Washington, D. C, August 29, 1906. 

Sir: I beg to transmit a proposed invitation for bids to complete 
the construction of the Isthmian Canal upon a percentage basis, 
including as a part thereof, for greater convenience of consideration, 
the terms of a contract to oe entered into thereunder. 

As to the general advisability of contracting the work of complet- 
ing the canal, we know from experience that the difficulties to be over- 
come in the successful prosecution of any great work are in direct 
proportion to the magnitude and complexitv of the enterprise. Fur- 
thermore, experience and observation teach that the best results in 
any field of Human activity are accomplished by those most skilled 
in that particular field of human endeavor. 

The physical construction of the Panama Canal is, all things con- 
sidered, tne greatest task of modem times. It is in the highest degree 
exceptional in magnitude, complexity, and cost. In order, therefore, 
to most successfully^ economically, and quickly £iiish this great work 
there shouU be associated with the Commission the Be§trtrained tal- 
ents of thewdrld in each particular depaitnient ot thfijundertaking. 

The question may be asked. Why does not theDommission gather 
together experts in each branch of the work, and with them as neads 
create its own organizations and do the work by day labor? If the 
elements of time and cosjb did not enter so vitally into the undertaking, 
the Commission might do thispbut ^because of the imprecedented 
and greatly extendea industrial activity of the time, and the consequent 
violent competition for all classes of superintendents, foremen, subcon- 
tractors, skilled mechanics, and even ordinary laborers, it would 
take the Commission jrears to secure men and build up departmental 
construction organizations which would equal in efficiency those now 
controlled by the leading contractors of the United States. 
. If, therefore, the Commission, by associating with it the best trained 
construction men available^ can receive the immediate benefit of the 
existing organizations which these men control and which they have 
spent years in perfecting, and can by reason of their assistance com- 
plete the canal in shorter time and tor less money, is it not the part 
of wisdom and sound business judgment to do so? 

If the wisdom of contracting the work of completing the canal be 
conceded, the question remains. What form of contract is best? 

Whether — 

(1) To divide the work into sections and let each part to a sepa- 
rate firm of contractors; or 

(2) To let the entire work to one firm or company on the basis of 
unit prices; or 

(3) To let the actual work of construction to an association of con- 
tractors, each member of which will be an expert in some branch of 
the work, on a percentage basis. 

Before discussing the relative merits of these various forms of con- 
tract it may be well to describe the actual work to be done under the 
agreement. 

It is clear that under any character of contract it would be incum- 
bent upon the Government to reserve to itself on the Isthmus the 
great departments of government, sanitation, and engmeering. 
With a complete staff organized for this purpose it is easy for it to 
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assume other obl^ations scarcely less essential to the welfare of the 
work, and, indeed, almost a part of its governmental duties. The 
control of quarters, and of the subsistence department, so directly 
connected with the health and well-being of canal employees, must 
be retained directly; or if the subsistence department be turned over 
to the contractor it must still be subjected to a rigid supervision. In 
no event can the contractor be allowed to make of this aejjartment an 
independent source of profit. The retention of the entire commis- 
sary department, needea for the supply of the Commission's own men, 
becomes in this connection further advisable. The elaborate con- 
struction plant which the Government has installed, and its mainte- 
nance, render likewise expedient the retention of the department of 
materials and supplies. The Panama Railroad, with its commercial 
business extending to all parts of the world, can not wisely be turned 
over to the contractor. With all these facilities thus retained by the 
Government, it becomes possible for it, with little additional expense, 
to supply at a very mucn lower cost than any contractor could the 
raw materials for the canal, the careful selection of which, uninflu- 
enced by consideration of profits, is admittedly a matter of first 
iinportance. • 

upon general grounds of policy, and of an immediate and far-reach- 
ing economy as well, it therefore seems advisable to confine the work 
to DC done by the contractor to actual construction. These considera- 
tions necessarily exclude the idea of contracting for a finished canal 
as a whole, where the material, as well as the labor and all other items 
entering into the cost, shall be furnished by the contractor. 

As to the best form of contract applicable to the work of construc- 
tion proper: 

The cnief objection to the first proposition, viz, that of dividing the 
work into sections, and letting each part to a separate firm of con- 1 
tractors, is that there are so many perplexing elements and questions 
entering into this work — ^such as tne control of labor in supply and 
price, repairs to and maintenance of plant and equipment, and the ^ 
necessary conflicting relations of so many contractors to the Panama ' 
Railroaa, as to make the task of preventing the most serious compli- 
cations between these antagonistic interests under that plan a 
hopeless one. 

There is also the further serious objection that even after the utmost 
precautions are tak-en, one or more of the contractors is certain to 
prove unsatisfactory, to the confusion and delay of part of the work; 
and an undue delay to any one part of the work means a delay to the 
whole. 

The objection to the second alternative, viz, that of letting the 
work as a whole to one firm or company on a basis of unit prices, is 
that it would cost too much. Any contractor Who successfully carries 
out this great work will be entitled to a fair profit, but to his estimate 
of cost and fair profit he must add, if bidding on imit prices, and 
honestly intending to carry out his contract, a substantial increment 
to protect himself against unforeseen contingencies and possibly 
severe losses. The contract thus becomes to a great extent specu- 
. lative; but while it certainly is not desired that an undertaking of so 
much consequence as this should be the contractor's ruin, with a 
consequent aisorganization of the work, neither is it desired that it 
become a source of enormous and unreasonable profits at the Govern- 
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ment's expense, as would be the case if the contingencies the con- 
tractor guarded against in his estimates did not occur. 

This brings us to the consideration of the third proposition, viz, that 
of letting the actual work of construction to an association of con- 
tractors on a percentage basis. 

As outlined in the accompanying papers, this plan contemplates a 
competition for the work between two or more groups of contractors, 
each group composed of contractors who have achieved a significant 
success in at least one of the departments of construction involved in 
the present imdertaking and wnose combined experience covers the 
whole task. By the terms of the invitation proposals by single indi- 
viduals or firms whose experience and whose organizations must be 
relatively limited are therefore discouraged. 

The contractor who receives the award will be paid an agreed pjer- 
centage upon the estimated reasonable cost of the actual construction 
work as nxed by an engineering committee, of whom the contractor 
will name two members and the Commission three. This committee 
will likewise, from all available data, estimate a reasonable time for 
the completion of the canal; and a system of premiums and penalties 
to be paid to the contractor, accordingly as the work is completed 
within or beyond such estimated cost and time is provided for. The 
amount of percentage to be paid the contractor fixes the basis of 
competition. 

This plan is not novel. It is being employed increasingly by the 
oldest, largest, and most successful corporations in the country. Its 
advantages are many. 

(1) The Government will get the benefit of the combined efforts of 
the best and most experienced contractors in the world, each in charge 
of a department in wnich he is a speciaUst and cooperating with other 
specialists, because all are sharers in results, to bring the whole work 
to the earliest and most successful conclusion. 

(2) The Government will secure the cooperation of these powerful 
interests in keeping full the ranks of foremen, locomotive engineers, 
steam-shovel men, and mechanics of all classes, and with the best men 
of each class. 

(3) The Government will know exactly what the work costs in every 
part and as it progresses, and will know it is only paying a fair and 
reasonable pront oif same. 

(4) The plan offers every incentive for speedy and economical con- 
struction by penalizing extra time and cost and rewarding better than 
contract perrormance as to either. The Government can well afford 
to pay bonuses on time, as the annual interest saved to it will after five 
years be double the amount of bonus paid per year. 

(5) By retaining control of the wort ana exercising strict supervi- 
sion through its engineering force the Government will protect itself 
against cheap or faulty construction. 

(6) The financial responsibility of the association of contractors will 
be beyond question, and its bond for $3,000,000 will amply protect the 
Government in so far as a bond can be made a protection. 

(7) The contract will be more flexible. It will not be necessary to 
settle in advance all the main details of the work which could not sub- 
sequently be modified in material respects imder any other form of 
contract save with the consent, perhaps unattainable, of the con- 
tractor and his sureties. Wide departures from the general plan may 
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subsequently be made without aflFecting the real interest of either side. 
Points which at the outset might otherwise be difficult, if not impos- 
sible, to adjust may be disposed of as they arise. 

(8) Friction will be avoided. Claims and counterclaims inevitably 
attendant upon changes in the plans and specifications, with an accom- 
panying tram of contentions, will to a great extent be eliminated. 

^9) rrobable saving to the Government. No great undertakiag, 
covering a long period of time, has ever been accomplished without the 
discovery, during its development, of new methods and machinery 
which have shortened the time and cheapened the cost of the under- 
taking. American inventive eenius is not dead; history will repeat 
itself; and the time and cost of completing the canal as estimated will 
in all probability be reduced by the application of new principles 
which will be discovered as the work processes. It is conceivable 
that the Government may receive, as the f nuts of the system of rewards 
embraced in this plan, savings sufficient to offset the entire percentage 
required to be paid the contractor on the estimated cost of the work. 

(10) Finally, a termination of the contract should it become neces- 
sary, would be less disastrous to the contractor, while an effective 
resumption of the work would be made easier to the Government, 
owing to its close relations thereto. 

In view of the foregoing considerations, I strongly recommend that 
the inclosed invitation for bids to complete the construction of the 
canal on a percentage basis be issued. 

Yours, very truly, T. P. Shonts, 

Chairman Isthmian Canal Commission. 
The Secretary op War. 



Isthmian Canal Commission. 

office of administration. 

Waflhington, D. C, October 9, 1906. 

INVITATION FOR PROPOSALS TO COMPLETE THE CONSTRUCTION OF 
THE SHIP CANAL UPON THE ISTHMUS OF PANAMA BETWEEN THE 
CARIBBEAN SEA AND THE PACIFIC OCEAN. 

The Isthmian Canal Commission, under authority of an act of the Congress of the 
United States, approved June 28, 1902, the Executive orders issued by the President 
of the United States and the laws enacted bv the Isthmian Canal Commission thereun- 
der, and subject to all limitations imposed bv the said acts and orders and by law, 
invites sealea proposals for the completion of the construction upon the Isthmus of 
Panama of an ei^hty-five-foot lock level ship canal, having a minimum depth of forty- 
one feet and a minimum width at the bottom of two hundred feet, between deep water 
in the Caribbeap Sea and deep water in the Pacific Ocean, subject to the provisions 
stated in the draft of proposed contract annexed hereto. 

I. — Basis of proposal, 

1. Proposals must be expressed in terms of a percentage upon the estimated cost of 
the construction, fixed as nereinafter provided, for which the contractor will agree to 
do the work. 

2. Proposals must be inclosed in sealed envelopes marked " Proposals for completing 
the construction of the Isthmian Canal," and must be filed at the office of the Isthmian 
Canal Commission, Washington, D. C, not later than 12 m., January 12, 1907, at which 
time and place all proposals will be opened in the presence of the proposers. 

p c— VOL 4—07 19 
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II. — Qtudifications of bidders, 

1. Any association of American contractors in whatever form organized, legally com- 
petent to contract, and having an available capital over all debts and liabilities except 
those reasonably assumed to furnish the bondis hereafter required to be given, of five 
million ($5,000,000) dollars, is qualified to submit proposals. 

2. Each proposal must be accompanied by a certified check on or certificate of 
deposit in a bank or trust company of the United States acceptable to the Isthmian 
Canal Commission, and made payaole to the order of the chairman thereof, or by bond, 
in good security, in form attacned, for the amount of two hundred thousand ($200^000) 
doflars. Such checks or certificates may be held, deposited, or collected by the Com- 
mission in its discretion. , The same^ or their proceeds, will be returned to unsuccess- 
ful bidders upon the rejection of their bids, and to the successful bidder upon the for- 
mal execution of a contract with the Commission in the form hereto annexed, secured 
by bond with approved security in the sum of two million (12,000,000) dollars, for the 
faithful performance thereof. Should the successful bidder fail to enter into such con- 
tract within fifteen days after the acceptance of his bid, such check, certificate of 
deposit, or the proceeds thereof, shall be forfeited, or the bond substituted therefor 
shall become forthwith payable, as liquidated damages for said failure. 

III.— ^orwfe. 

1. The bidder shall submit with his proposal the names of the surety or sureties 
whom he proposes to give upon the bond to secure the performance of nis contract, 
accompamed Dy a statement from them that, should the award be jnade to the said 
bidder, they will execute the bond for the performance of the contract in the form 
hereto annexed. Among the conditions contained in said bond shall be a provision 
that the surety shall not be discharged by reason of any failure of the Commission 
to give the contractor or the surety any notice provided for under the proposed 
contract; a provision that the surety shall not be released by reason of any change 
in the terms of the said contract, but that any such change shall only be a ground 
for reducing the liability of the surety under the contract to the extent to which 
the surety can show that the damages for which it is answerable have been enhanced 
thereby; and a provision that, in any suit on the bond, any award or assessment of 
damages by the Chief Engineer shsuil have the same effect against the surety as 
against the contractor. 

2. If for any cause or at any time the surety or sureties given by the contractor 
should be deemed insufficient by the Commission, sureties satisfactory to the Com- 
mission shall be substituted within thirty days after notice to that effect by the chair- 
man of the Commission. 

IV. — General directions to bidders. 

The Commission in selecting the bidder to whom it will award the contract here- 
under, will exercise its discretion for the purpose of securing a contractor who shall 
be capable in its judgment to properly and efficiently fulfill the conditions and require- 
ments of the proposed contract. To aid the Commission in the selection of such 
contractor, eacn bidder must fully state what organization, facilities and experience 
he commands for imdertaking the work, and with what organizations and credit or 
means of credit he will carry out such contract. The names and addresses of all per- 
sons interested with the bidder in his proposal shall be submitted with his prox>osal. 
If partnerships are interested, the names and addresses of the firm members shall be 
given. If corporations are interested, a certificate showing the place of organization 
of the corporation, the amount of capital stock paid in, the excess of its assets over all 
liabilities and the names and addresses of its officers and directors sh^l be furnished. 
The proposal shall also state that it is made without connection with any other bidder; 
that it is in all respects fair and free from collusion, and that no Member of Congress, 
official, or employee of the Government of the United States, of the Canal 2one, 
or of the Isthmian Canal Commission is interested therein; and it must also be sworn .to 
in the form annexed before a notary public or other officer authorized to administer 
oaths. 

V. — Information furnished by Commission. 

. Plans and specifications, in so far as they have been adopted, will be supplied pro- 
spective bidders upon demand, but must be regarded as a general guide only and not 
as conclusively binding upon the Commission. The Commission will also afford the 
freest opportunities, both m the United States and on the Isthmus, for the investiga- 
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tion of the Commission's working force and the terms under which each member 
thereof is employed, for the inspection of all contracts entered into or obligations 
assumed by the Commission, and for the examination of the state of the work and the 
conditions upon which it may be expected to be carried on. 

VI. — Rejection of bids. 

The Commission reserves the right to reject any bid. In case none of the bids i^ 
satisfactory the Commission will reject all and either throw open the proposals to 
foreign competition or proceed with the work without contract. 

T. P. Shonts, Chairman* 



Pboposal. 



The Isthmian Canal Commission, 

Wwhingtony D. C, 

Sirs: 

hereby propose to complete the construction of a ship canal upon the 

Isthmus of Panama, between the Cariboean Sea and the Pacific Ocean, subject to all 
the conditions and requirements contained in the circular invitation of the Isthmian 
Canal Conmiission, as reissued December 15, 1906, and the terms and conditions con- 
tained in the form of contract thereto annexed, which are made a part of this proposal. 

for per centum upon the estimated cost of the construction to be fixed as in said 

contract provided; and agree that if this proposal should be accepted, 

will, within fifteen (15) days thereafter, enter into a contract for the completion of the 
said canal secured by bond as in the forms annexed. 

The following representations are made in compliance with the requirements of 
your invitation for proposals, and are warranted to be correct: 

(1) Names and aadresses of all persons interested in this proposal. 

[If partnerships are interested, give the names and addresses of the firm members; 
if corporations are interested, give the names and addresses of the officers and 
directors.] 

(2) Financial standing, credits, and means of credit of individuals, partnerships, 
and corporations interested in this proposal. 

[If a corporation is interested, a copy of the articles of association should be attached, 
together with a certificate showing tne amount of capital stock paid in and the excess 
of assets over all liabilities. If a partnership is interested, a certificate should be 
attached showing the capital of the partnership and the excess of its assets over all 
liabilities. Similar detailed information should also be furnished as to individuals 
interested in the bid.] 

(3) The facilities for prosecuting work commanded by individuals, firms, or partner- 
ships interested in this proposal and their past experience in carrying out substantial 
construction contracts. 

This proposal is made without connection with any other bidder, is in all respects 
fair ana free from collusion, and no Member of Congress, official or employee of the 
Government of the United States, of the Canal Zone, or of the Isthmian Canal Com- 
mission is interested herein. 



This day, before me, a notary public for , appeared , to 

me personally known, and known by me to be the individual whose signature is 
annexed to the foregoing proposal, and said that the statements therein contained are 
true. 

Witness my hand and seal this day of , 1907. 

,N.P. 



(When surety company is surety.) 
Bond on Proposals. 
Know all men by these presents, That we as principal-, and 



(name of surety company) a corporation existing under the laws of the State of 
as surety, are neld and firmly bound unto the United States of America, 
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in the sum of two hundred thousand dollars ($200,000), for which payment, well and 
truly to be made, we bind ourselves, our heirs, executors, administrators, and suc- 
cessors, jointly and severally, firmly by these presents. 

CONDITIONS. 

The conditions of the above obligation are such, that any award made by the Isth- 
mian Canal Commission to the above-bounden principal, under a public invitation 
for completing the construction of a ship canal upon the Isthmus of Panama, shall be 
accepted by said principal forthwith, and the said principal shall enter into a contract 
for the completion of the construction of said canal^ and give bond with good and suf- 
ficient sureties, to be approved hy the Commission, for the faithful performance thereof 
in the forms annexed to said invitation. And the undersigned bind themselves, 
their heirs, executors, administrators, and successors, in case the said principal shall 
fail to enter into such contract and furnish such bond within fifteen (15) days after 
such award, to pay the said Isthmian Canal Commission for and on behalf of the United 
States of America two hundred thousand ($200,000) dollars as liquidated damages for 
such failure. 

In witness whereof, the principal hereto has caused the same to be executed by its 

proper oflBcer thereto duly authorized under a of its o , 

dated the day of , 190 — , and the surety hereto has caused the same to be 

executed by its proper officer thereto duly authorized under a of its « 

, dated the day of , 190—. 

Executed in triplicate this day of , 190 — . 

Attest: 



[seal.] By 

as its 



[seal.] By 

as its 



(Principal.) 



(Surety.) 



o Board of Directors or other governing body of tbe principal. A copy of the bv-law or of the record 
of proceedings of the governing body of the corporation, showing the authority of the officer or officers 
executing the bond for the principal, must accompany or be attached to the bond— the same to be certi- 
fied by the custodian of such records under the corporate seal, to be a true copv. If the authority was 
given bv resolution, enough of the records will be copied alon^ with the resolution to show that it was 
adopted, and the entire matter copied (not simply the resolution) will be certified to be a true copy. If 
the authority is a by-4aw, the wording of the executing clause will be altered accordingly. 

6 President or other officer authorized to sign for the principal. A copy of the record of the selection 
of the officer or officers executing the bond for the principal, certified bv tbe custodian of such records, 
under the corporate seal, to be a true copy, mttst accompany or be attached to the bond, unless the reso- 
lution authorizing its execution gives the names of the officer or officers, in which case no other evidence 
of their official character is required. 



Form op Contract. 

An agreement for the construction of a lock-level ship canal upon the Isthmus of 
Panama between deep water in the Caribbean Sea and deep water in the Pacific 

Ocean, entered into this day of , 1907, between the United States of America 

by and through the Isthmian Canal Commission, hereinafter called the Commission, 

and , the accepted bidder, under a public invitation for proposals to 

complete the construction of the said canal, hereinafter called the Contractor. 

Article I. — Work to be done hy the Contractor, 

The work to be done by the contractor shall be construction work proper, and shall 
comprise the following items and all work of actual construction necessanly connected 
therewith: 

1. Dredging, clearing, and excavating canal from the locks at either end of the canal 
to deep water. 

iion of the propos 
southern or Pacific end of tne canal. 



2. Construction of the proposed dam at Gatun and of the dam or dams at or near the 



3. Construction of all locks and regulating works at either end of the canal and 
wherever located. 

4. Dredging, clearing, and excavating canal from the dams at either end to the 
Culebra Cut. 
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5. Excavation and completion of the Culebra Cut and revetments and the 
approaches thereto. 

6. Removal and reconstruction of the Panama Railroad upon lines of relocation 
to be fixed by chief engineer of the Commission. 

7. Removal and transportation of all spoil of whatsoever character, whether by 
land or water, to such points or places, and the disposition thereof in such manner, 
as ms^ be designated by the said chief engineer. 

8. The quarrying, transportation, and dressing of all stone required for masonry 
work, the manmacture and transportation on the Isthmus of concrete, the transporta- 
tion and preparation on the Istnmus of timber, or other materials, except finished 
metallic parts, used in the proper execution of the above work and constituting a 
part of the completed structure and the appliances adjunct thereto and necessary 
to the proper maintenance and operation thereof. 

9. All work herein required to be done shall be performed according to the plans 
and specifications furnished by the chief engineer of the Commission; but said plans 
and specifications will be subject at any time to such alterations and changes as may 
be deemed advisable by the chief engineer or the Commission. 

Article II. — Extra work. 

Should the Commission, prior to the completion of the canal, decide to construct 
breakwaters at either end of the canal, additional reservoirs or dams, or additional 
auxiliarv works of any character, the Contractor shall have the right to and, if 
required, shall construct the same upon the terms upon which he agrees hereunder to 
perform the work upon the canal proper; but a supplemental estimate of the cost and 
time for the completion of the said additional worlcs shall be made by an engineering 
committee, such as is hereinafter provided for, in the same manner as the estimate is 
provided to be made by the original engineering committee of the cost and time 
required for the construction of the canal proper. 

Article III. — Plant and facilities furnished by the Commission. 

The Commission agrees to furnish, free of cost to the Contractor, plant, facilities, and 
means as follows : 

1. All locomotives, cars, steam shovels, drills, cranes, dredges, tugs, scows, dumps, 
rails, ties, and track materials, electric light or power plant;s, and other machinery of a 
substantial character required to efficiently carry on the construction work, and neces- 
sary work animals and equipment; but not hand tools or machinery of a minor charac- 
ter usually carried in stock, save through its department of materials and supplies as 
hereinafter provided. 

2. All raw materials put into the work, the machinery and appliances necessary for 
the operation and protection of the locks or other parts of the canal, but not the treat- 
ment, shaping, finishing, transportation upon the Isthmus, or incorporation into the 
work of such materisJs, nor the erection or assembling of such machinery upon the 
Isthmus; cement, explosives, oil, coal, fuel, and, at the election of the Commission, 
electricity for the proper operation of any rolling or floating stock or other machinery 
used by the Contractor in the performance of his work upon the Isthmus: Providedy 
however. That the ODmmission may, in its discretion, transfer to the Contractor the 
manufacture of cement or explosives, if it should be found that either can be properly 
made upon the Isthmus, and the manufacture upon the Isthmus of metallic parts of 
the locks and auxiliary works of the canal, the cost of such manufacture to be added 
in such case to the total estimated cost of the canal as hereinafter provided to be 
arrived at. 

3. Construction tracks already built in a condition not less efficient than now exist- 
ing; but additional construction tracks, including the relocation of those turned over 
to the Contractor, must be built by the Contractor. 

4. Quarters for the proper housing of all necessary employees of the Contractor; but 
the Commission shall be allowed reasonable time for the construction of quarters addi- 
tional to those now existing. 

5. Warehouses for the storage of the Contractor's tools and supplies. 

6. Hospitals and hospital service for sick smployees of the contractor. 

7. Office buildings for the accommodation of the Contractor's clerical and adminis- 
trative force actually employed upon the Isthmus in connection with the construction 
of the canal. 

8. Transportation of the Contractor's employees, employees' families, and supplies 
over the Panama Railroad, and employees and employees' families over the Panama 
Railroad Steamship lines at rates not greater than one-half the regular published 
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tariff rates. The Contractor shall also be at liberty in all cases, where the transporta- 
tion facilities afforded by the Panama Railroad Steamship Line are not sufficient for 
the needs of the Contractor's business, to emi>loy such other lines of transportation as 
he sees fit, until such time as the Panama Railroad Steamc^ip Line is in condition to 
resume or furnish sufficient service to the Contractor. 

9. Free telegraph and telephone service upon the Isthmus necessary to the actual 
efficient discharge of the Contractor's business. 

10. Free trac^ige rights over the Panama Railroad Company's tracks for the work 
trains of the Contractor, from canal cuttings to dump grounds, or docks when neces- 
sary, and return; and as a part of this obligation the Commission will assume the cost 
of constructing such additional trackage, yards, or other facilities of the Panama Rail- 
road as may be essential to the proper execution by the Contractor of the work herein 

Srovided for, the amount and character of such work being always subject to the 
irection and approval of the chief engineer of the Commission. 

11. Water for offices, engines, shovels, drills, dredges, and other purposes for which 
it is reasonably required for the prosecution of the work. 

12. Commissary stores, which will be open to the Contractor and his employees upon 
the same terms as to the Commission's own employees. The Commission will also 
supply from its other departments, so far as it may have the same available, tools and 
supplies which it is not uie duty of the Commission to furnish free hereunder upon the 
terms of cost plus the usual handling charges. 

13. Mess-house privileges for Contractor's emplovees equal to those at any time 
extended to the employees of the Commission. Tne Contractor shall also have the 

Srivilege of taking over and operating upon his own account such mess houses, either 
irectly or by contract with a third party, subject in all cases to the direction and 
approval of the chief engineer with respect to prices, privileges, and general methods, 
and subject to the duty to furnish to the Commission's employees accommodations in 
all respects equal to those furnished to the Contractor's own employees. Mess or 
lodeing houses furnished by the Commission to the Contractor, or any subcontractor, 
shall be subject to daily inspection by the chief engineer or his agents, and all direc- 
tions and modifications which the chief engineer may deem necessary for the proper 
housing and feeding of such employees shall at once be carried into effect by the 
Contractor. Any profit or loss arising from the operation by the Contractor of mess 
houses, shall be debited against or credited to the Contractor. 

14. The equipment which the Commission under this article agrees to supply it 
will also maintain; and it will to that end operate and properly furnish and supply 
such machine and other shops as may be necessary, but this ooligation shall not extend 
to the making of repairs which are ordinarily known as outside, yard, or running 
repairs, which must be made by the Contractor. 

15. The Commission, to the extent to which its machine shops may be adequate, 
will manufacture or repair for the Contractor such minor machinery and tools as can 
be economically and conveniently manufactured or repaired at the said shops, charg- 
ing the Contractor therefor actual cost plus 15 per cent. 

16. The judgment of the chief engineer of the Commission shall in all cases be con- 
trolling as to the extent and character of the facilities to be supplied by the Commission 
undei* this article. 

Article IV. — Functions reserved to the Commission, 

The Commission will retain control of — 

1. All engineering work in connection with the construction of the canal, including 
surveys ana the general direction and control of the construction work to be done by 
the Contractor with the right to fully inspect same. 

2. Municipal engineering, including the construction of waterworks, sewers, roads, 
and streets wherever located. 

3. The governmental and police department. 

4. The sanitary and hospital department. 

5. The commissary department. 

6. Mess houses, except in so far as the same may be taken over by the Contractor 
as hereinbefore provided for, and the inspection of the same in that event. 

7. Quarters. 

8. The construction and maintenance of buildings. 

9. The operation of the Panama Railroad. 

10. An auditing department, which shall have control over the books and accounts 
of the Contractor, witn authority to direct the manner in which all accounts relating 
to expenditure upon the canal construction by the Contractor shall be kept and to 
which department the books and accounts of the Contractor shall at all times be open. 
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11. A department of materials and supplies. 

12. And generally, all powers, rights, and privileges not herein specifically ceded 
to the Contractor. 

Article V. — To he supplied by the Contractor, 

1. The Contractor shall furnish and employ all labor, foremen, superintendents, 
clerks, general office staff, and furnish all tools and machinery of a mmor character 
necessary to efficiently operate the plant and carry out the work to be undertaken 
hereunder. 

2. He shall make all repairs commonly known as outside repairs upon equipment 
and machinery employed by him. 

Article VI. — Obligations to be assumed by Contractor. 

1. The Contractor shall begin the actual work of construction within sixty days from 
the signing of this contract. 

2. He shall take over into his own employment all employees on the Isthmus upon 
the pay rolls of the Commission at the time tnat he begins work, except such employees 
as the Commission may reserve to its own use. Employees on what is known as l^e 
"gold list" taken over by the Contractor imder this article shall not be dischaiged 
nor shall their salaries be reduced except for cause, and then only when their discharge 
or salary reduction is approved by the Chief Engineer of the Commission. 

3. He shall assume and carry out all contracts that ma^ have been entered into bv 
the Commission for the supply and employment of foreign or other labor, and shall 
execute in connection therewith such agreements or papers as may be required by tie 
Commission. 

4. He shall scrupulously abide by all the rules and regulations that may be put 
into force from time to time by the sanitanr department of the Commission, and shall 
issue all orders required of him bv the Commission for the proper observance and 
enforcement of said rules and regulations. 

5. He shall, on written notice from the chairman or Chief Engineer of the Commis- 
sion, discharge for cause any employee who may be in his service. 

6. He shall comply with all laws of Congress or of the government of the Canal Zone 
with respect to the hours of labor, character of employees, and other matters in so far 
as the same may be applicable in the work undertaken by him; and all provisions of 
law bearing upon the performance by the Contractor of this contract shall be regarded 
as incorporated into and made a part hereof, whether expressed or not. 

7. He shall perform all work embraced in this contract in the most thorough and 
workmanlike manner, and subject to the approval of the Chief Engineer of the Com- 
mission, with the highest regard for the safety of life and property, and in accordance 
with the plans, specifications, and drawings furnished by tne Giief Engineer of the 
Commission, and subject to his orders and directions. 

8. No material shall be put into the work by the Contractor of which the Chief Engi- 
neer may disapprove; but failure by the Cnief Engineer to disapprove of unsound 
materials or the improper preparation or use of material shall not exempt the Con- 
tractor from liability to the Commission for damage or extra expenditure occasioned 
thereby, unless the Contractor in doubtful cases shall have requested of the Chief Engi- 
neer in writing a definite approval of any particular materials or any specified preparer 
tion or use thereof and the Chief En^neer, after a reasonable time, nas fail^ to act 
upon the request. The cost of replacing or repairing damages due to the use of defect- 
ive materials or anjr specified preparation or use thereof aiter the Contractor has dis- 
charged his full duties under this section shall be reimbursed the Contractor as a part 
of the current payments to him, and shall be added to the estimated cost of complet- 
ing the canal as fixed by the engineering committee hereinafter provided for. 

9. He shall carry on the construction work, if required, during the night as well as • 
during the day, and in such shifts as the Chief Engmeer shall direct. 

10. He shall, subject to such indemnity as is provided for in Article VII, assume and 
be responsible for all just legal claims for injuries or wrongs inflicted upon persons and 

Sroperty by his own act or that of any of nis employees, except property and land 
amages necessarily occasioned by the orderly construction of the canal and auxiliary 
works. 

11. He shall not assign or transfer this contract or any interest therein without the 
written consent of the Commission. 

12. He shall not enter into subcontracts for the performance of the work to be under- 
taken hereunder without the written consent of the Commission: and as a condition 
precedent to seeking the consent of the Commission shall furnish tiie Commission with 
a written statement as to the nature of the proposed subcontract and the leading provi- 
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the work reserved to it, and the organization, administration, legal, general, and outer 
expenses of the Contractor for which he is not entitled to be reimbursed under the 
terms of Article VII, and shall make no allowance for losses or damages, legal or other- 
wise, attributable to the acts of himself or employees and subject to be sustained by 
him, nor any allowance for contingencies. 

2. The engineering committee shall likewise, from similar data and investigations, 
estimate the reasonable time for the construction of the canal with the facilities afforded 
to the Contractor under the terms of this contract. In fixing the said time they shall 
assume that the Contractor will at all times employ, on a basis of eight hours a day for 
American labor and ten hours a day for foreign labor, a force of laborers and employees 
upon the actual work of construction or the superintendence thereof equal to the num- 
ber that can be efficiently employed, having due regard to the progressive condition of 
the work, and that he will be supplied by the Commission with the plant hereinbefore 
described necessary to fully employ his working forces. 

3. The committee shall also submit alternative estimates of time and cost, based 
upon night work and two shifts a day of ten hours each for foreign and eight hours for 
American labor, and also upon continuous work with three shifte a day of eight hours 
each, and shall formulate a rule by which these estimates may be increased, or dimin- 
ished, according to the time that the work may be carried on upon one or the other of 
these several bases. 

4. If, at any future time, the plans and specifications for the construction of the 
canal, as submitted to the said engineering committee, shall be materially altered in 
any respect, or if it shall be made to appear to the President of the United States that 
the estimates of the committee are based upon physical data so erroneous as to materi- 
ally affect the estimated cost ai\d time of construction, or that the estimates have be- 
come substantially inequitable by reason of the intervention of an act of God or a pub- 
lic enemy, or for any other material cause which shall not have been taken into account 
by the engineering committee in making their estimate, and for which the Contractor 
is not responsible, or that the annual average scale of wage, after the exercise of due 
economy upon the part of the Contractor substantially^ exceeds or falls below that taken 
as a standard by the engineering committee in making their estimates, and the esti- 
mates can not be amended by the application of any rule formulated by the committee 
under the requirements of this contract, the saia committee, or a new committee 
formed in the same manner as the original committee, shall, upon written notice of 
either the Commission or Contractor, provided the same be given within sixty (60) 
days, or in the proper case upon notice from the President, promptly convene, and 
modify the estimate as to the cost or time, or both, by adding to or taking therefrom 
the cost or time fairly attributable to the changes made in said plans and specifica- 
tions, to the use of such erroneous data, to such act of God or a public enemy, to such 
other cause, or to such change in the average scale of wage. 

5. The construction of breakwaters, either to protect the Atlantic or the Pacific end 
of the canal, shall not be included in the estimate of the said committee of the cost and 
time of the construction of the said canal. Should the Commission subsequently 
decide ui)on the construction of breakwaters or upon the construction of any additional 
reservoirs or dams or other works, not provided for in the plans and specifications at the 
time of their submission to the engineering committee, supplemental estimates shall 
be made by the committee, or a similar committee to be appointed in its place, of the 
cost and time required for the construction of such breakwaters, reservoirs, dams, or 
other works upon the same basis as the estimates are made for the time and cost of the 
completion of the canal proper. 

6. The estimates of the time and cost of the main canal construction work herein 
contemplated shall be completed, if possible, but with due regard to the importance 
of the subject, within ninety (90) days, and in any event within six. (6) months from 
the signing of this contract, and shall fix the cost and time as of the date when com- 

Sleted. 'From, the estimated cost, the cost of any construction work upon the canal 
one by the Commission after such date shall be deducted, and to the estimated cost 
the cost of any work done by the Contractor before such date shall be added. 

Article X. — Default by the Contractor, 

1. Should the Contractor at any time fail to observe any of the material obligations 
of this contract, or should he fail at any time to proceed with reasonable diligence in 
the construction of the canal, so that after executing delays due to acts of God or public 
enemies, or an order or default of the Commission, or to any other cause which under 
the terms of this agreement shall entitle the Contractor to an extension of the estimated 
time for completion, the canal, in the judgment of the Chief Engineer, can not be com- 
pleted within twenty per centum more than the estimated time; or should the Con- 
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tractor fail to keep employ^ed at work upon the canal a force of workingmen sujBicient 
in ^e judgment ^ tlie chief engineer to complete the canal within twenty per centum 
more than the estimated time, or should the Contractor within three months after notice 
from the chief engineer fail to increase the working force to any extent prescribed by 
the chief engineer within the number that can be efficiently employed upon the said 
work, having due regard to its progressive condition; or should the work done by the 
Contractor in the judgment of the chief engineer be done in an xmworkmanlike manner, 
or in violation of the directions of the chief engineer; or should any materials put into 
the dams, locks, auxiliary works or other parts of the canal by the Contractor contrary 
to the provisions of this agreement be unsound or defective, and such as in the judg- 
ment of the chief engineer are calculated to impair the structural strength and effi- 
ciency of the canal; or should the Contractor's current actual cost of construction at 
any time, in the judgment of the chief engineer, exceed by more than twenty per 
centum that part of the total estimated cost of construction properly proportionable 
thereto; or should the Contractor become insolvent or pass into the hands of a receiver; 
or should the Contractor fail to satisfy or secure any judgment that may be rendered 
against him within thirty days after the same shall go to execution, or become incapac- 
itated for the proper discha^e of his duty under this contract, by reason of legju or 
other complications, the Commission through the chairman may by ten days' written 
notice served upon the Contractor declare the Contractor to be in default. 

2. In any case in which the Contractor is declared to be in default, as aforesaid, the 
Commission may (1) either allow the Contractor to resume work upon the canal, sub- 
ject to such conditions, forfeitures, and penalties as it may impose, or (2) take posses- 
sion of and assume control and direction of the work of the construction of the canal, 
and may complete it either directly through its own agents or employees, or (3) may 
recontract any unfinished work privately or by public advertisement upon the basis 
herein outlined, or on any other basis, to any contractor or contractors that it may 
select; and in any event may charge against the Contractor and his sureties the addi- 
tional cost of doing the work which the Contractor agrees under his contract to do, and 
may collect the same from the Contractor or his sureties, as damages, and should the 
construction of the cansd be delayed beyond the estimated time by the default of the 
Contractor, may collect, in addition, from the Contractor or his sureties for each month 
in excess of the estimated time the liquidated damages provided for under this 
contract. 

3. And in any and all of the foregoing events, the Commission shall have the right to 
withhold pending the final adjustment, any balance otherwise due the Contractor and 
proceed in the courts of the tfnited States against the Contractor or his sureties forth- 
with, or at any later period that it may deem advisable to collect any damages that it 
may be entitled to either in law or in equity, whether damages specified herein or 
damages additional thereto allowed by law: Provided always, That the aggregate dam- 
ages for which the Contractor may be held liable under this contract shall not exceed 
the percentage and premiums otherwise payable to the Contractor and three million 
($3,000,000) dollars m addition thereto. 

4. The Contractor and his sureties covenant that in all cases where the Commission 
so elect the damages sustained by reason of the default of the Contractor may be 
assessed by the chief engineer, subject to review by the chairman of the Commission; 
and the final award of damages as determined by tne chief engineer or chairman shall 
be paid to or recovered by me Commission from the Contractor or his sureties, under 
the terms of the Contractor's bond, or the Commission or Uie United States may sue to 
recover the actual damages sustained, treating the said award as prima J'acie evidence 
of the damages sustained and throwing upon the Contractor and his sureties the burden 
of showinjj that the said award was the result of fraud or collusion upon the part of the 
chief engineer or chairman, or that it was arrived at contrary to the provisions of this 
contract. 

Article XI. — Termination of contract when Contractor is not in default. 

1. Irrespective of any default upon the part of the Contractor, the Commission 
reserves the right to terminate this contract at any time in its discretion upon the terms 
of paying to the Contractor the entire cost of the work performed by him to such time, 
ascertained in the manner hereinbefore provided, the percentage earned by him upon 
such cost and two hundred and fifty thousand ($250,000) dollars additional: Providedy 
That the total amount payable to the Contractor, including debits against him author- 
ized under the contract, shall not in any event be less than five hundred thousand 
($500,000) dollars, and provided further y that should the Contractor have done at such 
time, in the judgment of the chief engineer, less than one-third of the work contracted 
to be done, he shall be paid one (1) per centum additional. At such time also an esti- 
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mate sliall be made by the chief eiu^neer to ascertain whether the work to such time 
has proportionately exceeded or fallen behind the estimated cost and time, and pro- 
portionate profits and premiums or deductions shall be credited to or charged against 
the Contractor accordingly. 

Abttclb XII. — Decision of the chief engineer. 

The decision of the chief engineer in the absence oi fraud, misconduct, or a palpable 
error apparent on the face of any decision or award, and to the extent that it shall not 
be mooified by the chairman of the Commission, shall be conclusive and binding upon 
the contractor: (1) Upon all questions submitted under the foregoing provisions of this 
contract to his determination. (2) Upon the question whether there has been a sub- 
stantial breach of contract upon the part of the contractor. (3) Upon the question 
whether the Contractor is in default. (4) Upon the character and extent of tne dam- 
ages sustained by the Commission or the United States from any breach of contract or 
default upon the part of the Contractor. 

Article XIII. — Definitions, 

1. "Commission" means the present Isthmian Canal Commission, or any successor 
thereof, or any individual, officer, or Department of the United States to whom or to 
which the duty of constructing or arranging for the construction of the Isthmian Canal 
may hereafter be intrusted by law or Executive order; and "Chairman of the Com- 
mission" means any successor exercising the chairman's present functions. All 
action reserved to the Commission hereunder may be executed and carried out by its 
chairman. Any rights secured to the Commission hereunder shall also be deemed 
rights secured to the United States of America, and, if that course be deemed advisable, 
may be enforced in the name of the United States. 

2. "Chief engineer" means the chief engineer of the Isthmian Canal Commission, 
or any successor thereof, or any deputy or substitute that may be designated by the 
said Commission, or its successor. In all cases where action is provided to be taken 
by the chief engineer, similar action taken by the Commission or its successor shall be 
equally effective . 

3. "Engineering committee" means either the original engineering committee, or 
any similar committee that may be appointed in its place; it not being contemplated 
that the engineering committee will oe maintained as a permanent organization. 

4. "Contractor" means contractors, or the employees of any contractor, or any sub- 
contractor or employees when doing the work of the principal Contractor, or the suc- 
cessors or assigns of the Contractor. 

5. "He,'' "his," or "him" means in the proper case "it" or "its," "they," **their,»' 
or "them." 

6. "Surety" means "sureties," and whatever is required of any one surety shall be 
required of all. 

In witness whereof, the Isthmian Canal Commission and have caused 

this contract to be executed in triplicate the year and date first above mentioned. 



Attest: 



[When both principal and surety are corporations.] 
Bond for Fulpillmknt op Contract. 

Know all men by these presents, that , a corporation existing under 

the laws of the State of as principal, and , a corporation existing 

under the laws of the State of as surety, are held and firmly bound unto the 

United States of America in the penal sum of dollars (| ), for which pay- 
ment, well and truly to be made, we bind ourselves, and our successors, jointly and 
severally, firmly by these presents. 

Given imder our hands and seals this day of , nineteen hundred . 

CONDITIONS. 

The conditions of the above obli^tions are such that if the said above-bounded 
-, or its successors, shfidl well and truly, and in a satisfactory maimer 



fulfill the contract hereto annexed, for the completion of the construction of a ship 
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canal upon the Isthmus of Panama, and shall promptly make payments to all persons 
supplying him with materials and labor in the prosecution of the work contemplated 
by the contract, this obligation shall be void, otherwise shall remain in full force 
and virtue. 

It is further agreed that the surety hereon shall not be discharged by reason of any 
failure of the Commission to give the contractor or the surety any notice provided for 
under the said contract, and that the surety shall not be released by reason of any 
chaise in the terms of said contract, but that any such change shall only be a ground 
for reducing the liability of the surety under the contract to the extent to which the 
surety can show that tne damages for which it is answerable have been enhanced 
thereby; and that in any suit hereon any decision or assessment of damages by the 
chief engineer, to the extent that it may not be modified as provided in said contract, 
shall have the same effect against the surety as against the Contractor. 

In witness whereof, the principal hereto has caused the same to be executed by its 

proper officer thereto duly authorized under a of its dated the day 

of , 190- — , and tne surety hereto has caused the same to be executed by its 

proper officer thei'eto duly authorized under a of its dated the day 

of , 190 . 

Executed in triplicate this day of , 190 . 

Attest: 



[seal.] By 

as its 



[seal.] By 

as its 



[Indorsement.] 



(Principal.) 



(Surety.) 



Proposal for completion of construction of ship canal upon the Isthmus of Panama. 

Submitted by . 

» »>• <• 

GENERAL INSTRUCTIONS TO BIDDERS. 

1. Postage must be prepaid in full on all bids mailed to this office. 

2. No person in the service of the Isthmian Canal Commission wiU render assistance 
in the preparation of proposals or supply information with respect to any actual or 
prospective bidders. 

3. Proposals should be submitted on blanks furnished herewith. They must be 
signed by the bidder with his usual signature in full, and should give his business 
address. If proposals are made by a finn, the firm name should be signed by one of 
the members; ii^by a cori)oration, they should be signed with the name of the corpo- 
ration, followed by the signature of an officer, who should file therewith evidence 
of his authority to sign the corporate name. 

4. Bidders are warned that any modifications of conditions or requirements, or 
failure to comply with the requirements of the invitation, wUl subject the proposal 
to the risk of being considered informal, at the option of the Commission. 

5. Before, but not after, the time for opening bids any bidder may, by written 
notice, withdraw his bid, which in that event will be returned to him unopened. 

6. The Commission will not permit changes in bids after the hour for opening, nor 
will it assume the responsibility for making alterations or corrections therein at the 
request of bidders, wnether such requests be received before or after the bids are 
opened. 

7. Neither the laws nor regulations make allowance for errors, either of omission 
or commission. It will be assumed that bidders are fully informed of these conditions 
and requirements before submitting proposals, and no bidder will be relieved from 
the responsibility assumed under his proposal upon a plea of error. 



General Plan for the Construction of the Panama Canal. 

he following plan is descriptive merely, and is intended only for the general infor- 
mation of bidders. The quantities of material are only approximate. Even the locar 
tion and character of structures may be changed. It is, however, expected that 
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approximately exact infonnation will be presented to or collected by the committee 
of five engineers, who, under the proposed contract, will estimate the reasonable cost 
and time for completing the construction of the canal. 

The type of canal now partially constructed and to be completed under this contract 
is fixed by the act of June 29, 1906, which reads as follows: 

"jBe it enacted by the Senate and Hottse of Representatives of the United States of America 
in Congress assembled^ That a lock canal be constructed across the Isthmus of Panama, 
connecting the waters of the Atlantic and Pacific oceans, of the general type proposed 
by the minority of the Board of Consulting Engineers, created by order of the President 
dated June twenty-fourth, nineteen hundred and five, in pursuance of an act entitled 
*An act to provide for the construction of a canal connecting the waters of the Atlantic 
and Pacific oceans,* approved June twenty-eighth, nineteen hundred and two." 

The general type of canal proposed by the minority of the consulting board is to 
form a summit level about 85 feet above the sea, which is to be reached by a flight of 
locks located at Gatun on the Atlantic side, and by one lock at Pedro Miguel with two 
others at La Boca on the Pacific side; the locks are all to be in duplicate. The summit 
level will be formed by the construction of a large dam at Gatun and a small one at 
Pedro Miguel. A second lake with a surface elevation of 55 feet will be formed on 
the Pacific side between Pedro Miguel and Panama Bay by the construction of a dam 
at La Boca, across the mouth of the Rio Grande, and another dam between Sosa Hill 
and high ground near Corozal. 

The three sheets of drawings herewith, entitled Plates VIII, IX, and X, show the 
general features only of the canal. Plate VIII is a plan of the canal; Plate IX is a 
profile along its center line, and Plate X shows cross sections at various points along 
the line.a 

I. 

COLON SECTION. 

• 

From the Caribbean Sea to the mouth of the Mindi River a channel is to be excavated 
having a bottom width of 500 feet and a depth of 42 feet below mean tide. The line 
of this channel is shown approximately on Plate VIII. That sheet also shows a break- 
water and protecting jetty. It is not intended at the present time to construct either 
the breakwater or jetty, and they may be omitted in whole or in part, or other works 
for the protection of the channel may be built. The channel may also be widened to 
1,000 feet or more from the deep water in the Caribbean Sea to the mouth of the Mindi 
River. 

The material to be excavated on this portion is mostly soft mud, and this can 
be excavated by dredging. Some of it may be coral rock. A part or all of this 
material majr be deposited in the Gatun dam, hereafter referred to, if directed by 
the chief engineer. The estimated quantity of material to be excavated for tiie chan- 
nel 500 feet wide is 8,455,000 cubic yards. The entrance to the old partially con- 
structed canal is now used for construction purposes and will continue to be so used 
for this purpose. It may be widened ana deepened to such extent as may be 
deemed necessary by the chief engineer. The amount of material to be excavated 
for this purpose may reach about 1,000,000 cubic yards. 

II. 

MINDI SECTION 

From the mouth of the Mindi River to the Gatun locks the canal is to have a bottom 
width of 500 feet and a depth of 42 feet below mean tide. The location of the work 
is approximately shown on Plate VIII. Some of this excavation can be made by 
dredging and some of it will be excavation in the dry. The total amount is about 
11,000,000 cubic yards. It is believed that nearly one-third of it is indurated clay 
or rock and two-thirds ordinary earth. 

III. 

GATUN LOCKS. 

The Gatun locks are located approximately as shown on Plate VIII. They are 
to be built in duplicate — that is, there are to be two sets of locks side by side. The 
lift will be overcome by a flight of three locks of 28 J feet ordinary lift eadi, or a flight 

o Owing to the limited number of drawings available they will be supplied only 
to those who make special application therefor. 
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of two locks of 421 feet lift each. Neither the details of their construction nor their 
exact location has yet been definitely fixt. At the upper end of the upper lock and 
the lower end of the lower lock ^uide walls will be constructed for thfi handling of 
vessels entering or departing. The estimate of quantities in the locks is based on a 
flight of three having a length of 900 feet and width of 95 feet. The size of the locks 
may be increased to 1,000 feet by 100 feet. 

Excavation cubic yards. . 3, 660, 000 

Backfill do.... 660,000 

Concrete do 1,302,780 

Cut stone do 5, 700 

Brick do. . . . 20, 000 

Timber feet B. M.. 130,000 

Cast iron pounds. . 1, 830, 000 

Steel gates do 29, 230, 000 

No estimate of quantities for a flight of two has yet been made. 

IV. 

GATUN DAM. 

The location of the Gatun dam is approximately shown on Plate VIII. This dam 
reaches from near the Gatun Hills, in which the locks are located, to the hill about 
3,500 feet westward, in which the spillway will be located, and extends from thence 
in a broken line to the high ground westward. In the construction of this dam all 
trees, stumps, and roots from the site are to be removed and the surface excavated to 
such depth that the impervious material of which the dam will be composed will come 
into direct contact with that on which it is to rest. Other work to be done may be the 
cutting off of the flow of water through any pervious material that underlies the dam. 

The object of this dam is to form a reservoir in which the floods of the Chagres will 
be received. Its area will be about 110 square miles. The dam will be constructed 
partly from excavations made for the canal, delivered by pumps or otherwise, wherever 
such material is deemed suitable. Other material will be procured wherever directed 
by the chief engineer. The dam is to have a height of about 135 feet above sea level. 
The width on top is to be 100 feet. The slopes above lake level are 1 on 2, and below 
this 1 on 3 on the lake side and 1 on 25 on the opposite side. Its length will be about 
7,700 feet and the width at bottom about 2,625 feet. The total amount of material in 
the dam is estimated at 21,200,000 cubic yards. 

V. 

REGULATING WORKS. 

Works for regulating the level of the lake will be located in the hill which lies about 
midway between the two extremities of the dam. These consist of a system of Stoney 
gates constructed on foundations of concrete. The gates proposed are almost exact 
counterparts of those built for controlling the flow of water in the lower end of the 
Chicago Drainage Canal. It is possible, however, that the size or location of these 
regulating works may be changed. The following is an approximate estimate of quan- 
tities entering in their construction, if located as shown on the plate herewith: 

Excavation cubic yards. . 1, 580, 000 

Concrete do 189, 000 

Metal in sluices pounds. . 5, 000, 000 

VI. 

LAKE SECTION. 

From the Gatun locks to San Pablo, a distance of about 15i miles, only a small 
amount of excavation will be required. The width of the channel for this distance 
will be at least 1,000 feet, and all growth within 50 feet of water surface of lake for that 
width must be destroyed or removed . The depth is to be 45 feet. Farther up the lake, 
as the amount of excavation necessary to obtain this depth increases, the width of the 
channel will be decreased, first to 800 feet for a distance of 3.86 miles, from near San 
Pablo to Juan Grande; then to 500 feet from Juan Grande to Obispo, a distance of 3.73 
miles; then to 300 feet from Obispo to Las Cascadas a distance of 1.65 miles, where will 
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begin the Culebra cut. The total estimated amount of material to be excavated in this 
section is abput 24,000,000 cubic yards. 

The channel between Matachin and Bas Obispo may be narrowed 100 feet, in which 
case ^ere will be a corresponding reduction in quantity of material to be excavated. 
About one-half of this may be rock. 

VII. 

CULEBRA SECTION. 

From Las Cascadas to near Paraiso, a distance of 4.7 miles, the width will be 200 feet. 
This is the heaviest portion of the work and is known as * 'the Culebra cut." As the 
rock is of variable character, it may be necessary to build a protecting wall along a 
portion of it. It is not practicable, however, at the present time to make any estimate 
of the amount of concrete that may be needed for this purpose. The material to be 
excavated consists of rock of varying degrees of hardness, clay, earth, hardpan, and 
volcanic material, and the amount to be removed is estimated at about 39,000,000 
cubic yards. This estimate is based on slopes of 3 on 2 above and 10 on 1 below the 
berm. It may prove that the character of the material is such that the slopes may be 
flattened or steepened and the quantities, therefore, increased or diminished. 

VIII. 

PEDRO MIGUEL SECTION. 

From near Paraiso, the end of the Culebra cut, to the Pedro Miguel lock, a distance 
of 1.88 miles, the canal will have a width of 300 feet. The amount of material to be 
excavated in that section is 6,835,000 cubic yards. Some of it is rock and some is soft 
earth. 

IX. 

PEDRO MIGUEL LOCK. 

The Pedro Miguel lock will have a lift of 30 feet. It will be in duplicate and will 
have approach walls constructed at each end. The details of the lock have not yet been 
determined. A short dam from the lock to the hiU to the northward will be constructed 
to retain the water in the summit level. An approximate estimate of the quantities 
entering in the construction is as follows: 

Excavation cubic yards. . 1, 170, 000 

Small dam do 1, 100, 000 

Backfill do.... 390,000 

Concrete do 513, 612 

Cut stone do 4, 000 

Brick -do 8, 000 

Timber feet B. M. . 85, 000 

Cast iron pounds. . 732, 000 

Steel gates do 19, 500, 000 

X. 

LAKE SOSA SECTION. 

From Pedro Miguel lock the channel will have a width of 500 feet for a distance of 
1.87 miles. It will then increase to 1,000 feet or more for a distance of 3.61 miles to 
near Sosa Hill on the shore of Panama Bay, where the Sosa locks will be located. 
Some of the excavation in this section is rock, and other portions is soft earth, easily 
handled with dredges. The total amoimt is about 1,680,000 cubic yards. 

XI. 

SOSA LOCKS 

The Sosa locks are to be located approximately as shown on Plate VIII. They are 
to be in a flight of two with lift of 27 J feet each, and to be in duplicate. The details of 
these locks nave not yet been determined, but the following is an approximate esti- 
mate of the quantities of material that will enter in their construction: 



i 



INVESTIGATION OF PANAMA CANAL MATTEBS. 3271 

Excavation cubic yards. . 1, 430, 000 

BackfiU do 950,000 

Concrete do 992, 800 

Cut stone do 6, 000 

Brick do 14, 000 

Timber feetB. M.. 145,000 

Cast iron pounds. . 1, 281, 000 

Steel gates do 37, 180, 000 

XII. 

LA BOCA SECTION. 

A dam will be constructed across the Eio Grande from San Juan Hill to Sosa Hill, 
another from Sosa Hill to Corozal Hill, and a small dam from Corozal Hill to the high 
ground to the eastward. These dams will form a lake known as Sosa Lake. It has 
an area of about 8 square miles and will be provided with regulating works for dis- 
charging its surplus waters. The amount of material in these dams is as follows: 
La Boca dam, 6,300,000 cubic yards; Corozal-Sosa dam, 5,397,000 cubic yards. Each 
one of these dams may be constructed in whole or in part from material excavated 
from the canal. No estimate has yet been made for regulating works. 

XIII. 

PANAMA BAY SECTION. 

From Sosa locks to the deep water in Panama Bay, a distance of about 4 miles, 
the channel is to have a bottom width of 500 feet and a depth of 50 feet below mean 
tide. The mean rise and fall of the tide is about 15 feet, but it may reach as much 
as 22 or 23 feet. The material to be excavated in forming this channel is believed 
to be nearly all soft. The estimated amount is 8,528,000 cubic yards. 

XIV. 

PANAMA RAILROAD. 

The Panama Kailroad will be -relocated thruout almost the entire distance from 
the mouth of the Hindi River to Panama. Some heavy embankments will be required 
to cross certain portions of Gatim Lake. These embanlanents it is expected to Duild 
of material excavated from railroad cuts or from the prism of the canal. 

XV, 

SUMMARY. 

The following is a summary of the estimated excavation and structural material in the 
canal; these quantities are only approximate estimates and may be varied considerably: 
1. Colon section: 

From 42-foot curve M. S. L. in Caribbean Sea to Mindi, mile to mile 4.55 — 
Excavation 500 feet wide cubic yards. 8, 455, 000 

1. Colon section: 

Entrance to old canal do 1, 000, 000 

2. Mindi section: 

Mile 4.55 to mile 7.15 — 

Excavation 500 feet wide do 11, 000, 000 

3. Gatun locks: 

Mile 7.15 to mile 7.74— 

Excavation do 3,660,000 

Back fiU do. . . . 660, 000 

Concrete do 1, 302, 780 

Cut stone do 5, 700 

Brick do. . . . 20, 000 

Timber feet B. M, , 130, 000 

Cast iron pounds. . 1, 830, 000 

Steel gates do,,,, 29,230,000 

p o— VOL 4—07 20 
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4. Gatundam: 

Earth fill cubic yards. 

5. Gatun regulating works: 

Excavation do. . . 

Concrete do. . , 

Sluices pounds. 

6. Lake section: 

MUe 7.74 to mUe 32.80— 

Excavation, 1,000 feet to 300 feet wide cubic yards. 

7. Culebra section: 

Mile 32.80 to mUe 37.50— 

Excavation, 200 feet wide do. . . 

8. Pedro Miguel section: 

MUe 37.60 to mile 39.37— 

Excavation, 300 feet wide do . . . 

9. Pedro Miguel lock: 

Mile 39.37 to mile 39.60— 

Excavation do. . . 

Embankment or dam do. . . 

Backfill do... 

Concrete do. . . 

Cut stone do. . . 

Brick do. . . 

Timber feet B. M. 

Cast iron pounds. 

Steel gates do. . . 

10. Lake Sosa section: 

Mile 39.60 to mile 45.08— 

Excavation^ 500 feet to 1,000 feet wide cubic yards. 

11. Soea locks: 

MUe 45.08 to mUe 45.49-- 

Excavation do. . . 

Backfill do... 

Concrete do. . . 

Cut stone do. . . 

Brick do. . . 

Timber feet B. M. 

Cast Iron -. pounds. 

Steel gates do. . . 

12. La Boca section: 

La Boca dam cubic yards. 

Corozal-Sosa dam do . . . 

13. Panama Bay section: 

Mile 45.49 to mile 49.72— 

Excavation, 500 feet wide do. . . 



21, 200, 000 

1,580,000 

189,000 

5,000,000 



. 24,000,000 



. 39,000,000 



6, 835, 000 



1, 170, 000 

1, 100, 000 

390,000 

513, 612 

4,000 

8,000 

85,000 

732,000 

19, 500, 000 



1, 680, 000 



1, 430, 000 

950,000 

992, 800 

6,000 

14,000 

145,000 

1, 281, 000 

37, 180, 000 

6, 300, 000 
5, 397, 000 



8, 528, 000 



ISTHMIAN GANAL. 



Washington, D. C, February Jf^? l^T- 
My Dear Senator: At the hearing before the committee it was 
requested that the committee be supplied for its files with certain 
original documents relating to the preparation of the contract for 
the construction of the canal. I inclose a copy of draft of a pro- 
posed agreement, the substance of which was first submitted to the 
President in June last by Mr. Walston H. Brown, who claimed at 
that time to represent a syndicate of contractors who were willing to 
contract privately for the construction of the canal. Mr. Brown 
subsequently conierred with Mr. Stevens on the subject, and upon 
the Isthmus Mr. Stevens and Mr. Shonts discussed the contract, and 
the result of their deliberations is contained in the letter from Mr. 
Stevens to Mr. Shonts, copy of which is inclosed. 

These documents contain the general idea of a percentage contract, 
with a system of penalties and awards based upon an engineering 
estimate as to a reasonable time for the construction of the canal. 
In preparing the original draft of the contract this general scheme 
of a percentage contract and of penalties and awards was adhered to. 
Other suggestions were adopted as far as possible, but in working 
out the details of this plan and fixing the mutual obligations and 
duties of the respective parties it was found that very little benefit 
was derived from anv of the precedents, of which we had a number 
before us, or any original suggestions relative to the formation of 
the contract. After the contract was reduced to the form of a first 
draft by the chairman and myself, it was submitted to the criticism 
of a number of the leading contractors of the country, and ultimately 
of their counsel. After it had been printed in its revised form it 
was considered with great care by the President, Secretary of State, 
and Secretary of War, and later on certain changes were made, the 
main object of which was to reduce the contingent liability of the 
contractor. We found that in several respects, without sacrificing 
any of the real interests of the Government, the contract could be 
modified so as to eliminate in part and to greatly restrict in other 
respects this contingent liability, and thereby procure, without 
corresponding sacrifice, more favorable bids from associations of 
contractors. 

Yours, very truly, Richd. Keid Rogers, 

General Counsel, 
Hon. J. H. Millard, 

Chairman Committee on Interoceanic Canals^ 

United States Senate^ Washington^ D. O. 
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New York, August 22, 1906. 
Hon. Theodore P. Shonts, 

Chairman Isthmian Canal Commission, New York City, 

My Dear Sir : As you requested, I inclose herewith a clear copy of 
the memorandum which was sent to the President. 

I will ask the various members of the company for their references, 
and as soon as I receive them will forward them to you as you 
requested. 

I hope you will feel at liberty to call upon me for any information 
or help that I can render, or if you should wish to consult with me at 
any time. 

Yours, very truly, Walston H. Brown. 



UNION CONSTRUCTION COMPANY. 

[Capital Stock, $12,000,000.] 

Directors. — Arthur F. MacArthur, vice-president and general manager of Mac- 
Arthur Brothers Company, Chicago, 111. ; R. J. Kilpatrlck, president of Kilpat- 
rick Brothers & Collins Contracting Company, Beatrice, Nebr. ; Arthur McMul- 
len, of Arthur McMullen & Co., New York, N. Y. ; Jules Breuchard, of Cole- 
man, Breuchard & Coleman, New York, N. Y. ; Walston H. Brown, of Walston 
H. Brown & Bros, (successors of Brown, Howard & Co.), New York, N. Y. ; 
Thomas A. Gillespie, of T. A. Gillespie & Co., Pittsburg, Pa. ; R. G. Packard, of 
R. G. Packard Company, New York, N. Y. 

Officers. — Walston H. Brown, chairman of board of directors ; Arthur F. Mac- 
Arthur, president. 

Vice-president, secretary, treasurer, executive committee. 

The above-named directors of this company are the active manag- 
ing members of the respective firms which they represent, which firms 
are among the largest and most experienced and successful contract- 
ing firms in the United Stated, and the personnel of the directory 
has been selected on account of the well-known ability of the direct- 
ors, who by long training and experience have put their firms into 
the first rank of American contractors through their intimate per- 
sonal knowledge and experience in all the various classes of contract- 
ing work and engineering experience which will be required in the 
building of the Panama Canal. 

A brief summary of some of the important work successfully under- 
taken and completed by the firms above mentioned is as follows : 

MacArthur Brothers Company. — Important contracts have been in the con- 
struction of the Burlington and Northern Railroad; Atchison, Topeka and 
Santa Fe Railroad; Chicago, St. Paul and Kansas City Railroad; Chicago and 
Eastern Illinois Railroad ; four sections of the Chicago Drainage Canal ; Illinois 
Central Railroad ; also over 1,000 miles of other railroad construction ; con- 
struction of the Wachusett dam for the Metropolitan Water Board, at Clinton, 
Mass., the second largest masonry structure in America. 

Six ship locks, having been constructed for the United States Government. 

Among other important works under construction at this time by this firm 
may be mentioned the large contract with the United States Government for 
the construction of 3 miles of channel through the West Neebish Rapids for 
the new entrance to the Sault lock at the Sault Ste. Marie. 

Construction of many other Important masonry structures, foundations, 
bridge work, etc. 

Walston H. Brown d Bros, (successors of BrowUy Howard & Co.), — St. 
Paul and Sioux City Railroad; Chicago, St. Paul and Minneapolis Railroad; 
Lake Erie and Western Railroad; Peoria, Decatur and Evansville Railroad: 
Toledo and Ohio Central Railroad ; Buffalo, Rochester and Pittsburg Railroad ; 
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Cincinnati, Jaclcson and Mackinaw Railroad ; New York, Chicago and St. Louis 
Railroad (Nickel Plate) ; Duluth, South Shore and Atlantic. Also contractors 
for the new Croton Aqueduct for the city of New York, consisting of 16 miles of 
rock tunnel. 

Kilpatrick Brothers & Collins Contracting Company, — Over 2,000 miles of rail- 
road construction, principally west of the Missouri River, including principal 
contracts for the extension of the Union Pacific Railroad Company; Chicago, 
Burlington and Quincy Railroad, and Chicago Northwestern system in the West, 
together with a large amount of other general work of an important nature. 

Coleman, Breuchard & Coleman, — Have just completed the new Croton dam, 
the largest masonry dam in the United States ; likewise much other important 
work of a similar nature. 

Arthur McMullen & Co. — Have been engaged in some of the heaviest founda- 
tion and bridge construction work in the country, notably the construction of 
the important bridge structure on the Wabash extension to Pittsburg, together 
with the construction of the important masonry structures in connection with 
the Pennsylvania Railroad terminal at Washington, and much very large con- 
crete and bridge work for the Pennsylvania Railroad. 

T, A, Gillespie & Co, — ^The St. Lawrence Power Canal (12 miles in length) : 
East Jersey water-supply dams ; locks and dams for the United States Govern- 
ment in West Virginia ; also work on the Wabash system. 

R, G. Packard Company, — The following is a summary of the most important 
work done by R. G. Packard, president of the R. G. Packard Company : 

Canal at Aransas Pass, Tex.; submarine rock excavation at Hell Gate, Hal- 
lett Point, Man o' War Rock, Shell Reef, Third and Twenty-sixth streets reefs. 
New York Harbor; Saugerties, N. Y., and Pawtucket River, Rhode Island; all 
for the United States Government. 

Dredging contracts : Lubec, Portland, Me. ; Boston and Woods Hole, Mass. ; 
Providence, Newport, and at various other harbors on Long Island Sound. 

Numerous contracts in the harbor of New York, including navy-yard, East, 
Harlem, and North rivers; Raritan Bay, Raritan River, Philadelphia, Norfolk, 
and Baltimore; all for the United States Government. 

Contracts for dredging for the city of New York, large portion of same done 
on the Chelsea section from West Tenth to West Twenty-third streets. 

Dredging for the West Shore Railroad at Weehawken; also for New York 
Central and Hudson River Railroad Company, Lehigh Valley Railroad, Penn- 
sylvania Railroad Company. 

Filling with pump dredges : League Island Navy- Yard, Philadelphia ; Canarsie, 
Coney Island, and Shrewsbury River. 

Sinking piers of the Poughkeepsle Bridge -across the Hudson River. 

Repairs to Dry Dock No. 3, navy-yard, Brooklyn, including cofferdam and its 
removal. 

Breaking up and removing numerous wrecks for the Government. 

Building, designing, dredging, and submarine blasting machinery on which 
has been allowed several patents. 

In addition to the above, a large amount of work for private parties. 

The construction work above mentioned has, it is thought, com- 
prised almost every detail which will be met with in the construction 
of the Panama Ganal, and in its accomplishment has called for the 
highest order of constructive ability and an intimate knowledge of 
detail in large open excavations, tunnels, dams, locks, masonry, dredg- 
ing, difficult foundation work, and in the installation and operation 
of large plants and machinery of all kinds, and the masterly control 
of labor problems and the handling of large armies of workmen by 
means of perfected organizations which have been created by and are 
an integral part of the contracting firms above represented. 

The financial standing and integrity of the firms represented, and 
their record of large undertakings successfully carried on to comple- 
tion, are unquestioned, and in addition to this, the company's own 
resources are augmented by a guaranteed credit of $10,000,000. 

The Union Construction Company offers to undertake the con- 
struction of the Panama Canal according to the plans and specifica- 
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tions of thiB United States Government upon the following terms 
and conditions : 

First. That five of the best-known and most experienced experts 
be appointed as a committee to estimate the cost of construction and 
fixing the time for completing the canal ready for actual use in ac- 
cordance with the plans and specifications of the United States Gov- 
ernment; that three of these expert^ be appointed by the United 
States Government and two by the Union Construction Company. 

Second. That the estimate of the cost of constructing the canal and 
the time of completion, as arrived at and agreed upon by the unani- 
mous vote of the five experts referred to, be the basis on which the 
Union Construction Company shall undertake to construct the canal. 

Third. That the Union Construction Company shall agree to de- 
vote its entire time and energies to the construction of the canal, and 
its officers, directors, and engineers and superintendents shall use 
their best endeavors to accomplish the work in the shortest possible 
time and at the lowest cost price. 

Fourth. That the Union Construction Company will proceed at 
once after the contract has been awarded to it to commence the work, 
usinff the latest and best known methods for pushing the work for- 
ward, and will employ as large a force of men as can be advanta- 
geously used in accomplishing the same. The Union Construction 
Company will at once proceed to install suitable electric plants to 
furnish electric light and power, so that the work can be made con- 
tinuous, day and night, with such shifts of men as may be found 
most advantageous for the most rapid construction possible; also 
for the use oi electric power where it can be used to an advantage, 
either in regard to expense or in saving time. 

Fifth. That the Union Construction Company shall receive a com- 
mission of 5 per cent on the cost of building the canal as compensa- 
tion for its services in constructing the same, provided it shall ac- 
complish the work within the amount named as its estimated cost by 
the five experts hereinbefore mentioned and within the time fixed by 
the said five experts, it being understood, however, that a bonus of 

per month is to be paid the Union Construction Company 

for each month of thirty days or fraction thereof the contractors 
shall complete the canal ahead of the time fixed. 

Sixth. If, however, the cost of construction of the canal should ex- 
ceed the sum stated by the said five experts as its estimated cost, then 
for each ten millions of dollars over and above said sum that the 
canal costs to construct the said Union Construction Company shall 
lose 1 per cent of its commission, and a proportionate amount for 
a smaller sum than $10,00,000 excess of cost, so that in the event that 
the cost of construction of the canal should exceed by $50,000,000 the 
estimated cost as fixed by the five experts, then in that event the 
Union Construction Company would receive no compensation what- 
ever for constructing the canal. 

Seventh. If the Union Construction Company shall succeed in 
building the canal for a less amount than the sum fixed upon by the 
said five experts as its probable cost, then in that event the United 
States Government shall receive 50 per cent of the amount so saved 
and the Union Construction Company shall receive 50 per cent of the 
amount so saved over and in addition to its commission of 5 per cent 
on the amount that the canal has cost to complete. 
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Eighth. That the Union Construction Company shall devote its 
entire energies and capital to the fulfillment of this one work and 
shall undertake no other construction work until the completion of 
the canal and its acceptance by the United States Government. 

Ninth. That all supplies and material necessary for the construc- 
tion of the canal shall be bought in the name or the United States 
Government or by the Union Construction Company, only, however, 
upon the request and approval of the Chief Engineer of the Panama 
Commission. 

Tenth. That the Union Construction Company shall carry on 
the work of construction according to the plans and specifications 
of the United States Government and shall consult and work in 
cooperation with the Isthmian Canal Commission in fulfilling its 
contract. 

Eleventh. That the chief engineer of the Isthmian Commission 
shall estimate about the 1st day of each month the amount of work 
actually done and the material furnished by the Union Construction 
Company during the preceding month and the amount due said 
Union Construction Company on account of such work so accom- 
plished and aproved by him, and also a certificate for the amount due 
for supplies and materials purchased, delivered and accepted by the 
said chief engineer on behalf of the United States Government; and 
that upon the receipt of said estimate due the said Union Construction 
Company, the United States Government will promptly pay the sums 
so named on both of the above accounts to the Union Construction 
Company. 

Twelfth. That the United States Government should turn over to 
the Union Construction Company for its use during the construction 
of the canal all its plants, machinery, tools, and appurtenances used 
in constructing said canal, the same to be returned to the Govern- 
ment when the canal is completed, ordinary wear and tear excepted, 
and the contractors are to have the privilege of availing themselves 
of all the laborers and personnel of the business at the time of the 
execution of the contract in order that the work may be promptly 
and continuously pursued. 

Thirteenth. The Union Construction Company should either have 
the control of the Panama Railroad during the construction of the 
canal, agreeing on its part to take care of the general business 
offered to the railroad for transportation or that an agreement should 
be made between the Government and the Union Construction Com- 
pany that the railroad company will at all times furnish the neces- 
sary cars and power to handle its material and that the necessary 
additional side tracks and switches which the Union Construction 
finds necessary to enable it to handle its material to the best ad- 
vantage shall be promptly furnished so that no delay will arise in 
consequence of want of transportation facilities. 

The first work of the Union Construction Company would be to 
arrange its transportation facilities commensurate with the work it 
has in hand and at the same time to see that its electric power plant 
was erected at once, so that the work could be continuous night and 
day. 

The Union Construction Company would also, with the advice and 
approval of the chief engineer, at once see that suitable accommoda- 
tions for housing its employees were ready and placed where re- 
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quired, and that its commissary department was in condition to prop- 
erly feed its employees. 

The United States Government shall have exclusive and entire 
charge of the policing and the sanitation of the canal system. 

The amount of work to be done in order to produce the greatest 
results, both in the economy of cost of construction and in the time 
required to complete the work, is so great that the question of a 

grompt decision as to whether the Union Construction Company can 
ave the contract is of the utmost importance. 

The above rough suggestions are respectfully submitted and are 
not binding upon either party, but are made preliminarily to the 
contract with the Government. 

Walston H. Brown & Bros., 

Chairman Board Directors. 
New York, August 16^ 1906. 



Isthmian Canal Commission, 
Department of Construction and Engineering, 

Gulehra^ Canal Zone^ July ^7, 1906. 
Mr. T. P. Shonts, 

Chairman the Isthmian Canal Com/mission^ 

Culehra^ Canal Zone. 

Sir : The type of canal to be built having now been decided and the 
preliminary work necessary for construction being well along, so 
that energetic and intelligent plans, which have hitherto been impos- 
sible, looking to the completion of the canal, can now be put into 
execution at the earliest date and at the least practicable expense, 
so that now seems the proper time that the chief engineer should 
express his views as to what, in his judgment, will be, all things con- 
sidered, the best method of building the canal. 

There are two ways to be considered, viz: The Commission to 
build it directly, by " days' work," so called, or to build it by contract 
with outside parties. 

Of the two methods I decidedly prefer the latter, if it can be 
properly put into effect. 

I regard it now as impracticable to undertake to divide up the work 
into a number of small parts and to try to let each part to a separate 
firm of contractors. There are so many perplexing elements and 
questions, such as the control of labor in supply and price, repairs to 
and maintenance of plant and equipment, the necessary relations of 
many contractors to the Panama Railroad, together with the abso- 
lute certainty that, in spite of our best efforts to guard against it, 
one or more of the contractors would prove unsatisfactory, and an 
undue delay of any one part of the work would delay the whole. 
Formerly I was of the opinion that these objections could be over- 
come, but I am not now of that opinion. 

. I am strongly opposed to endeavoring, by advertisment or other- 
wise, to let the entire work to any one firm or construction company, 
by either lump sum or by unit prices. Such a proceeding would, I 
believe, take too much power or control of the work out oi the Com- 
mission's hands and place it in the hands of the contractors. It 
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would also render a combination probable to govern prices and time, 
which might result in disaster and would, in case of delays and diflSi- 
culties, cause such loss of time that would long postpone the com- 
pletion of the canal. 

It is probably true, however, that for many reasons most of the 
actual work of constructing the canal can be best handled by men 
and methods trained and practiced by first-class contractors. In my 
own experience, extending over thirty years, I know that the large 
contracting firms have a following of experienced superintendents, 
foremen, subcontractors, and laborers, which it would be an impossi- 
bility for the Commission to duplicate. As a matter of common busi- 
ness judgment we should avail ourselves of the best skill and experi- 
ence, and these will be found among the contracting firms of the 
United States. 

This is no small undertaking, but one that calls for the united and 
untiring efforts of the best brain and muscle that the United States 
can produce, and there is no one man capable, either physically or 
mentally, of carrying in all its details this stupendous work to a rapid 
and successful conclusion. But by associating with us the best of all 
the needed elements we can do the work quickly and well. 

I beg to attach some memoranda which I have drawn up inviting 
your attention to a plan which if carried into effect will, I know, solve 
the problem in a satisfactory manner. 

The plan is simple and effective. It is only to carry out the work 
of building the canal proper by percentage paid to an association of 
contractors. 

I may remark that for a number of years I have followed about the 
same plan in carrying out large and important works, and have been 
much pleased with results. 

Any contractor who carries out successfully any part of this work 
is clearly entitled to a fair profit as remuneration for his time, the 
use of his plant and money. Any man who bids on any or all of this 
work will, if he bids intelligently and honestly^ intending honestly to 
carry out his contract, allow for, and will make provision for, every 
contingency he can imagine. He will have to do so to insure himself 
against financial disaster. 

It is not probable, though possible, that all these adverse condi- 
tions will be met. If they are not, or any one of them, then the con- 
tractor makes an exorbitant profit and the Commission pays more 
than it should. A bond will not build this canal, and in the end the 
United States must pay the cost of it; the contractors can not be 
expected to. 

By the plan I have outlined, you will note, the following strong 
points are covered : 

We get the combined efforts of the best and most experienced 
class of men on earth, each a specialist in his particular line, together 
with his following of trained employees, themselves a tower of 
strength. 

We are assured that our contractors are possessed of all necessary 
financial backing, and we are protected by a bond, in so far as a 
bond is protective in any case. 

We will know exactly what the work costs, in every part, and we 
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also know that we will be paying only a fair and legitimate profit on 
the cost of the same. 

We are destroying all incentives to make the construction cost as 
much as possible; on the contrary, we are penalizing all such at- 
tempts and making economical work an object. 

We are also offering every incentive to hasten the time of completion 
of the work, and can well afford to pay the bonus mentioned. In five 
years' time our interest charges will be $2,500,000 per year, or $200,000 
per month — double the monthly bonus offered. 

We will, by drawing into the contracting firm members from dif- 
ferent parts of the country, be practically establishing the most 
effective system of labor agencies possible in the United States, and 
will be securing the cooperation of the most powerful interests that 
can be combined, to aid us in keeping our ranks of foremen, locomo- 
tive engineers, steam-shovel men, and mechanics of all classes full of 
the best men of all classes. 

We will also be disarming a strong interest in the United States 
which is now, to say the least, not helping us, but, as I have good 
reason to believe, is handicapping us in our efforts to secure compe- 
tent employees. Their interests are now in the United States. Then 
they will be here and with us, and such a combination as proposed 
will of its own strength override any possible opposition or criticism 
of the work. 

And the fact that the construction of the canal was being under- 
taken by the best contractors in the United States will appeal so 
favorably to the people at large that I think popular confidence 
would be so strengthened and public faith that success was already 
assured be so strong that practically unanimous support would come 
from all classes, and such support is of vast moral and material aid. 
The best trained talent of the world, backed by the United States 
Government — can any plan be stronger? 

And as vital a point as any is the fact that we are absolutely keep- 
ing the control of the work m our own hands and entirely under the 
direction of our engineering staff; and I think the censensus of 
opinion of the American engineers would be that a work of this 
character and magnitude, with the peculiar and enormous interests 
involved, can, in justice to ourselves who are intrusted with and will 
be held accountable for it, be carried out in no other way. 

I will say that I have considered this matter for several months, 
and have good reason to believe that such a plan, presented to the 
right parties, will be received with favor, and that such an organiza- 
tion can be speedily and satisfactorily effected, at a percentage of re- 
muneration not to exceed G per cent, which I would not consider, un- 
der the circumstances, as too great. 

I think no time should be lost in considering this proposition, and, 
if favorable, acted upon in effecting an Organization. I believe all 
matters can be successfully arranged in three months' time, if we act 
promptly, and I desire to recommend strongly that action be not 
delayed. 

Truly, yours, Jno. F. Stevens, 

Chief Engineer, 
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Isthmian Canal Commission, Defastment of Constbuotion and Engineebino. 

[Memorial for contract by percentage.] 

It is proposed to form a construction company to be composed of from ten to 
fifteen first-class railroad and general contractors, to be taken from as many 
points in the United States as practicable, each having abundant financial 
resources, experience in their special lines of work, and to have as large a fol- 
lowing as possible of experienced foremen and subcontractors. 

The amount of capital stock of said company — $25,000,000 — ^to be sub- 
scribed to in such proportions as the individual members of the company may 
settle, to be fully paid up or provided. 

The company to give a bond for the successful prosecution and completion of 
the work to the amount of $10,000,000. 

Call this construction company thus formed, in the succeeding memoranda, 
** The Contractor." Call the Isthmian Canal Commission " The Commission." 

Form a joint committee of five, consisting of two representatives, engineers 
or otherwise as the Contractor may elect, to represent the Contractor, and three 
members to be chosen by the Commission, one of whom shall be its chief 
engineer, who shall be the chairman of the said committee, to fully investigate 
all engineering data which has l)eeii accumulated as regards quantities, classifi- 
cation, character of work, etc., and this committee to agree upon an approxi- 
mate total estimate of the cost and time needed to complete the so-called 
85-foot level lock canal between the waters of the Caribbean Sea at Colon 
and the waters of the Pacific Ocean at La Boca, on the Isthmus of Panama, 
all as authorized and approved by Congress. 

The work to be embraced under this contract to be only that of canal con- 
struction proper, and will consist of the following items : 

All dredging, clearing, and excavation from the locks to the ocean at each 
end of the canal. 

The construction of the Gatun dam. 

The construction of the Gatun locks and regulating works. 

The clearing and excavation from the Gatun dam to Bas Obispo. 

The excavation and complete execution of taking out the Culebra cut, so- 
called, from Bas Obispo to the dam and locks at the southern end of the canal. 

The construction of the dams at the southern end of the canal. 

The construction of the locks and regulating works at the southern end of 
the canal. 

The reconstruction of the Panama Railroad on new line or lines as required 
by the location and construction of the canal. 

And in case it is decided that breakwaters are to be constructed at eitlier 
the north or the south end of the canal for the proper protection of entrances 
to the canal, then a supplementary contract, based on the same rate of 
percentage, to be agreed upon between the Contractor and the Commission for 
the execution of the work -of completing the breakwaters on the same terms 
as are proposed for the items enumerated above. 

To make a contract as between the Commission and the Contractor, whereby 
the latter undertakes to carry out the work enumerated in. the items given 
above, being the construction of the canal proper, on the following terms: 

The Commission to pay the Contractor, as total remuneration for his carry- 
ing out the work as undertaken, , the percentage to be based on the 

above total estimate as agreed to by the committee, and said payment to be 
made only on the conditions as given below, viz : 

The Contractor to receive no percentage at all until the entire completion 
of the work embraced in the contract is accomplished. For every $10,000,000 
that the final cost overruns the agreed estimate, the rate of percentage pro- 
posed to be paid to the Contractor to be lessened by 1; so that, for example, 
if the Contractor's percentage is fixed at 6 per cent, and the final cost should 
overrun the estimated cost $60,000,000, then the Contractor would receive no 
compensation at all. 

If the final cost should be less than the* amount agreed upon by the com- 
mittee, then the difl!erence, or profit, is to be divided, one-third of the same to 
go to the Contractor and two-thirds to the Commission. 

For every year of time taken by the Contractor to complete the work beyond 
the estimate of time as agreed upon by the committee, the rate of per cent pro- 
posed to be paid to the Contractor to be lessened by 1. For every month that 
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the Contractor saves by completing the canal before the time agreed upon by the 
committee the Contractor to receive a bonus of $100,000. 

The Commission, through its own organization and forces, separate and dis- 
tinct from the Contractor, will carry out the following work : 

Government and sanitation. 

The handling of material and supplies. 

Municipal engineering, covering the construction of waterworks, sewers, roads, 
and streets in towns and camps. 

Building construction, covering the building of new and repairs to all struc- 
tures needed for quarters of all classes of employees, both for the Commission 
and the Contractor and for Government uses, including the sanitary department. 

Branch of labor and quarters. — The Commission, through its branch of labor 
and quarters, shall furnish all quarters for all needed employees of the Con- 
tractor at such points and of such character as may be approved by the chief 
engineer and the sanitary department, with reasonable promptitude, and will 
maintain and police same in every respect the same as it does quarters for 
its own employees. 

Mechanical division. — The Commission will operate such machine and allied 
shops, furnishing same provided with proper tools and equipment, as may be 
necessary to properly care for and maintain all equipment, whether of the 
Commission or the Contractor; such maintenance of equipment being, how- 
ever, understood to mean ordinary shop repairs, the Contractor being under- 
stood to make all outside yard or running repairs, excepting those necessitating 
so-called " shopping ; " and the Commission will furnish such material and tools 
as can economically be made in the shops for use of both the Commission and 
the Contractor. And all machine or shop work done as above by the Commis- 
sion for the Contractor will be billed to the latter at actual cost plus 15 per 
cent. 

Bureau of material and supplies, — The Commission will maintain its local 
storehouses and storekeepers, and furnish on proper requisitions all needed 
material, tools, etc., for both the Commission and the Contractor, on the same 
and usual basis of cost plus store expense, etc., and will furnish these materials 
and supplies to the Contractor precisely the same as to itself, entering the 
value of same in book accounts to properly obtain the cost of the work. All 
quarters, ofllces, engines, shovels, drills, dredges, and other equipment needing 
water will be furnished with same by the Commission free, whenever the 
supply is ample, from the water mains of the Commission. 

Fuel, either oil, coal, or wood, will be furnished the Contractor on the same 
terms as supplied to the Commission. 

The Commission will furnish the Contractor with funds at monthly or semi- 
monthly periods, as may be decided, sufficient in amount to cover the pay rolls 
for the current pay period for all employees of the Contractor, who shall dis- 
burse same according to legal and established methods, as required by the 
statutes and rulings of the Treasury Department of the United States, and 
make such returns of same to the auditor of the Commission as the latter 
may direct from time to time. 

The Contractor will take over and put into use at the time of his assuming 
charge of the work embraced under his contract all new and modem plant 
that may be owned by the Commission at that time and all such old plant 
that the Commission may own and that the Contractor desires to use. 

The Commission will buy and own all new plant used in the execution of 
the Contractor's work excepting when the Contractor sublets any part of the 
work, when in such case the Contractor or the subcontractor will furnish the 
necessary plant at his or their own cost. 

All of the equipment owned or that may be acquired by the Commission 
under the conditions as expressed above will be furnished the Contractor 
free of rental or other charges, and will be returned by the Contractor to the 
Commission on the completion of the work embraced in the contract or at 
the termination of the contract for any cause whatever, in as good condition 
as received, ordinary wear and tear excepted. 

The Contractor will take over in his employ all employees on the pay rolls 
of the Commission then on the Isthmus, at the date of his assuming the work 
he contracts to do, who may be employed on the work which is designated to 
be executed by the Contractor under this contract. 

And no employee on the gold rolls, so called, who is taken over by the Con- 
tractor as above defined, will be reduced in salary or be discharged, excepting 
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for failure to give proper service to the Contractor, and then only on and with 
the approval of the chief engineer. 

It is understood that all the rules established and put in force or that may 
be established and put in force from time to time by the sanitary department 
of the Ck)mmission during the life of the contract, said rules being necessary 
for the protection of the health of officers and employees, and therefore the 
fundamental requirement for the successful prosecution of the work, are to 
be strictly enforced and respected in every minute particular by the Contractor 
and through him by his employees. 

The same commissary and mess-house privileges that are given the employees 
of the Commision shall be given the employees of the Contractor ; but the Con- 
tractor may assume charge, if he desires, of the operation of all eating and 
lodging houses necessary for the proper accommodation of his or of the Com- 
misfitton*s employees. He may conduct the operation of these houses directly or 
by a contract with a third party. But in any case, the terms of such contract 
and the operation of such eating or lodging houses shall in all details be sub- 
ject to the approval of the chief engineer regarding prices, privileges, and gen- 
eral methods; and shall also be subject to the daily inspection by any party 
whom the chief engineer shall designate for such inspection duty, and any di- 
rections or modifications which the chief engineer may consider necessary for 
the proper housing and feeding of the employees shall at once be carried out 
by the Contractor. 

The profit or loss to the Contractor arising from the operation of these 
houses shall be credited to or debited to the general account in fixing the total 
cost of the work under contract. 

In order to successfully supply the work with the proper number of common 
laborers, it is necessary that the recruiting of all foreign common labor shall 
be done by and under the authority and protection of the United States. There- 
fore the Commission, through its agents, will arrange for the contracting and 
furnishing of all such necessary common labor, and just as far as possible the 
same is to be of the character and numbers as desired by the Contractor. All 
the expense of such recruiting, transporting, caring for, and repatriating such 
common labor shall be properly divided between the Commission and the Con- 
tractor in exact proportion to the number of such common laborers each party 
receives at the time of its arrival on the Isthmus. 

Transportation of the Contractor's employees and employees* families from 
and to points in the United States and the Isthmus of Panama shall be on ships 
of the Panama Railroad Steamship Company as far as practicable in the de- 
cision of the Commission, and in no case shall the rates to be charged the Con- 
tractor for such transportation be to exceed one-third the regular published 
tariff rates for commercial passengers. In case the amount of such rates and 
such transportation as may be afforded by the Panama Railroad Steamship Line 
be not. deemed ample and satisfactory by the Contractor, he may employ other 
lines in such business, or he may establish his own line, but only for the 
handling of his own employees and their families. 

The use of the Panama Railroad tracks by work trains of the Contractor 
will be arranged for as the necessities for same may require. The work trains 
of the Contractor, manned by his own crew and furnished with fuel and other 
supplies at his own cost, will be given free trackage rights from canal cuttings 
to the various dump grounds and return, the Commission assuming the cost of 
all such trackage rights. 

The Commission will also assume the cost of construction of any additional 
trackage or other additions to the facilities of the Panama Railroad which may 
be needed by the Contractor in the execution of the work embraced under his 
contract, the amount and character of such work being subject to the approval 
of the chief engineer. 

The Contractor's employees shall be allowed transportation on the trains of 
the Panama Railroad at exactly the same rates as are paid by the Commission 
for its own employees, such rate in no case to exceed one-half of the regular 
published tariff rates for commercial passengers. 

The Commission, through its engineering staff, will furnish all plans, specifi- 
cations, lines, levels, measurements, and directions necessary to enable the 
Contractor to properly conduct his work. It will also give monthly or other 
necessary estimates that the Contractor may require to enable him to make 
settlements with his subcontractors. 

It will also, through its chief engineer, make final decision as to the comple- 
tion of any and each part of the work from time to time, and also make decision 
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as to the final and complete execution of all the work embraced under this 
contract 

All of the engineering work as described above to be under the supervision 
of the chief engineer and such engineers as he may designate from time to time 
to represent him. 

The Contractor shall at all times during the progress of the work under this 
contract, as called for by the auditing department of the Commission, furnish the 
Commission with any and all figures or data relative to the execution of the 
work, cost, and distribution of same, and such figures shall be full, accurate, 
and complete, and the Contractor shall, if the Commission so requests, allow 
the general auditor of the Commission access to his books, accounts, and pay 
rolls for the purpose of enabling the auditor to examine, verify, or otherwise 
audit such books, accounts, and pay rolls. 

It is understood that gold, or the legal currency of the United States, is the 
standard of all the monetary considerations mentioned in this contract 

It is understood that wherever the words " chief engineer " are used in this 
contract that the chief engineer of the Isthmian Canal Commission is meant 
and none other, and that the work in all its phases and details is to be abso- 
lutely under the direction of the Commission, through its chief engineer, who 
shall approve or disapprove without the privilege of appeal on behalf of the 
Contractor excepting to the chairman of the Commission any and all acts of the 
Contractor regarding the amount and character of plant, material, methods of 
work, amount and character of laborers, wages and working hours of laborers, 
rates of salary and working hours of all gold, or white, employees. 



ISTHMIAN CANAL. 



United States Senate, 
Committee on Interoceanic Canals, 
Washington^ D, (7., Tuesday^ February 12^ 1907, 

The committee met at 10.30 o'clock a. m. 

Present: Senators Millard (chairman), Kittredge, Ankeny, Hopkins, 
Carmack, and Culberson. 

In executive session the committee asked to have printed in the rec- 
ord of hearings before the committee any report on file with the Isth- 
mian Canal Commission relative to the recent flood of the Chagres 
River. 

In response to a request of Chairman Millard the following report 
was transmitted by the secretary of the Isthmian Canal Commission: 

Isthmian Canal Affairs, 
Office of Administration, 
Washington, D. C, February 13, 1907. 

Sir: By direction of the chairman, and in accordance with his per- 
sonal promise to you, I have the honor to inclose herewith a copy of 
a very complete report received from the Isthmus relative to the recent 1/ 
flood of the Chagres River, which, it is stated, is " without doubt second 
only to that of 1879." 

In reference to your request for a record of water stages during the 
whole of the last season, this office has not regularly received detailed 
reports on this subject, but a cable request has been sent to the Isthmus 
to send by next mail hydrographic reports of the Chagres River for 
the past six months. As soon as these reports are received they will 
be proniptly transmitted to your committee. 
Very respectfully, 

Joseph Bucklin Bishop, Secretary. 
Hon. J. H. Millard, 

Chairman Committee on Interoceanic Canals, 

United States Senate. 



[Inclosure.] 



Isthmian Canal Commission, 
Department of Construction and Engineering, 

Cidebra, January 8^ 1907. 

Sir: I beg to forward report from Division Engineer Arango, dated 
December 18, relative to the recent flood on the Isthmus of Panama. 
Respectfully, 

E. P. Shannon, 
Secretary to Chief Engineer. 
Mr. Joseph B. Bishop, 

Secretary Isthmian Canal Commission, 

Washington^ D. C. 
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December 18, 1906. 

Sir: I beg to submit the foilowing report in connection with one of 
the greatest of floods yet recorded of the Chagres River — that we have* 
just witnessed — which is without doubt second only to that of 1879, 
and far surpassing in magnitude the five previously recorded since the 
French company oegan operations in the canal route. Our records 
show that the month of November had been one of exceptionalljr 
heavy rainfalls, and from the 15th to the 18th a freshet of such magni- 
tude swept down the stream that we were induced to consider it as a 
quasi flood and to class it as the smallest of the great rises of the river. 
After this occurrence there was a steady downpour over almost the 
entire Isthmus, as far as the information I have been able to collect 
demonstrates. From November 21 to December 1 there had fallen at 
Colon 7.51 inches, at Alhajuela 5.98 inches, at Gamboa 5.71 inches, at 
Bohio 3.28 inches. By the end of the 2d of December the distribution 
on the basin was 11.75 inches at Colon, 8.78 inches at Alhajuela, 8.96 
inches at (Jamboa, 6.10 inches at Bohio. On the 3d of December the 
precipitation increased, the rainfall for that day being 4.75 inches at 
Colon, 5.16 inches for Alhajuela, 3.71 inches for Gamboa, 3.59 inches 
for Bohio. These heavy showers of the 2d and 3d, on ground almost 
saturated with water, produced the great rise, which began to be felt 
at Alhajuela at 2 p. m. on the 2d, at Gamboa at 6 p. m., reaching 
Bohio at 10 o'clock on the night of the 2d. At Alhajuela the rise was 
sudden. In twenty hours the maximum elevation was reached, the 
river attaining here a height above low water of 26.89 feet, and dis- 
charging 92,100 cubic feet per second. 

At Gamboa, twenty-four hours after its effects were noticed, the 
river had risen 35.65 feet above low-water mark, the discharge at this 
stage being 76,066 cubic feet per second. Once the maximum was 
attained, the river dropped rapidly, and after thirty-six hours it had 
subsided 29 feet. 

The crest of the wave did not reach Bohio until 7 a. m. of the 4th, 
where its elevation was 38.65 feet above low- water mark, which is sea 
level at this place. The discharge at this stage was 108,026 cubic feet 

Ser second. At 9 a. m. the elevation had dropped to 36.65 feet, then 
escended gradually until at 4 p. m. of the 6th it had dropped below 
the freshet stagB. 

To obtain comparisons between this and previous floods we can only 
refer to our estimates for Gamboa _and Bohio, as these are the only 
stations at which past floods of the Chagres have been recorded. Con- 
sidering the maximum discharge per second of time, there is no doubt 
that the present flood has surpassed all previous ones in magnitude. 
If, on the other hand, we accept forty -eight hours as the period of dan- 
ger at Gamboa with the object of comparing these great rises with a 
view to their regulation before admitting them to the waterway, we 
must conclude that in magnitude it fell below the floods of 1885 and 
1888, due to the shorter duration of its high stage at this station. 

At Bohio the conditions were different, the rise and fall being more 
gradual, as the lower tributaries contributed well toward the flood, 
and the reserved volume stored in the flooded areas of the lower sub- 
basin maintained its duration during a long period, making the result- 
ing figures of our estimates far above those obtained by General 
Abbot in his able treatment, of this subject. The only flood approach- 
ing it in magnitude at Bohio was the flood of 1888, which, during a 
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period of thirty -three hours, discharged at the rate of 73,320 cubic feet 
per second, while for the same period the present flood discharged 
84,956 cubic feet. 

In this connection I beg to call your attention to the two different 
wa^ys by which we will be able in the future to predict these great 
risings and give advance notice of their coming to protect the works at 
Gatun. Both of these methods will be put into execution as soon as 
the required installations, now well under way, are completed. 

By means of a study of the rain storms, and following General 
Abbot's analysis in regard to retardation of the rainfall, a graphic 
chart has been preparea showing the lapse of time between the down- 
fall and its mamf estation at Bohio. In this particular case an advance 
notice of twenty-four hours could' have been given if we could have 
been able to obtain promptly the rainfall data from Alhajuela, which 
station has just been reestablished. 

The other method is by a study of the relation existing between the 
gauge heights and discharges at the three stations. By this method 
we could, after the crest of the flood had passed Alhajuela, advise 
Gamboa eight hours and Bohio twenty hours in advance as to the 
height and intensity of the flood and the time it would reach each of 
the lower stations, thus giving ample time to take the necessary pre- 
cautions to protect the works at Gatun. 

These studies are receiving careful attention, and when completed a 
recommendation will be made to you for a system of signals to be 
used whenever the. river is reaching the danger point. 

METHODS OF OBTAINING MEASUREMENTS. 

In measuring this flood both floats and current meters were used. 
At Gamboa few measurements could be obtained, as the rise was so 
rapid that the banks were soon overflowed and the men were unable 
to perform any work. There is no good site for gauging high stages 
of the river in this vicinity; but great care was taken to secure the 
correct heights, to correct and compare the fluviograph readings, and 
hourly observations were made during the time of the flood. These 
observations have permitted us to make the right estimates and save 
the records here, as the steps of the fluviograph were carried away 
and we had no means of examining the instrument, which stopped 
working about ten hours before the maximum height wa& reached. 

At Bohio the high-stage gaging station is well located, and appended 
you will find a tabulation of the observations taken there. (Exhibit 
A.) But even here the violence of the flopd was such that the great 
trees that were carried down cut the ropes controlling the gaging car 
and completely upset the work. The left bank early in the flood 
showed signs of giving way, and later a section between 30 and 40 feet 
in from the river slid m, taking with it our cable supports and wreck- 
ing the gaging apparatus. The apparatus for releasing floats from 
the bank was also carried away by trees and we had to resort to taking 
measurements from our canoe. The work was dangerous and extremely 
difficult, but the men continued until the canoe was struck by floating 
logs and put out of commission, being badly cracked. Enough date 
was secured, together with that obteined during the November flood, 
to permit us to control our estimates from gage heights. 

p c— VOL 4—07 21 
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The resurveyin^ of the cross sections is being pushed as rapidly as 
possible, and as soon as this work is completed and it is possible to 
estimate the discharges, especially during the period when the river 
was falling, a supplementary report will be prepared giving you the 
completed data and embodving such other comparisons between this 
and previous floods as we shall then be enabled to make. In the mean- 
time it has been deemed advisable in this report to give you the gen- 
eral characteriatics and magnitude of this flood in comparison with 
others of which we have record. 

Appended you will find the following: 

Exhibit A. — Observations made at Bohio. (Incl. 27.) 

Exhibit B. — Daily and accumulated rainfall November 21 to December 5. ( Incl. 28. ) 

Exhibit C. — Bihourly estimated discharge at Alhajuela, Gamboa, and Bohio. 
(Incl. 29.) 

Exhibit D. — Graphic chart of the bihourly dischai^es of the great floods of the 
Chagres at Gamboa. (Incl. 30.) 

Exhibit E. — Graphic chart of the bihourly discharges of the present flood at 
Alhajuela, Gamboa, and Bohio. (Incl. 31.) 

Exhibit F. — Graphic chart of the retardation of rainfall before reaching Bohio. 
(Incl. 32.) 

Exhibit G. — Photographs taken illustrating conditions caused by the flood. (Not 
marked. ) 

Exhibit H. — Summary of great floods. (Incl. 33.) 

In preparing this data the estimated discharges have been given 
preference over the actual measurements in order that a comparison 
could be made from the same base used in estimating the past floods, 
and because I have implicit confidence in the reliability of the rating 
table prepared for the three stations by one who is such an authority 
on the subject-matter of this report as General Abbot. 

In conclusion, we may say that so far the system of river regulation, 
considering this great flooa, provides ample limits for the formidable 
floods that, although of infrequent occurrence, would be a menace to 
the waterway if improperly cared for. 
Very respectfully, 

RiCARDo M. Arango, 

Division Engineer. 
Mr. John F. Stevens, 

Chief Engineei\ 



Exhibit A. 

Memorandum of measurements made during freshet of December S-6 at Bohio. 

Rise: 

Float measurements — 

December 3, 4 measurements; height from 21.6 feet to 27.9 feet. 
Current meter measurements — 

December 1, 1 complete set; height 11.7 feet. 

December 3, 49 to 100 feet from initial point; height 23.4 feet. 
Vertical velocity measurements — 

December 1, 140 to 210 feet from initial point; height 12 feet. 

December 3, 60 to 100 feet from initial point; height 25 feet. 
Fall: 

Float measurements — 

December 5 to 8, 14 measurements; heights from 28.5 feet to 9.7 feet. 
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Memorandum of measurements made at the Bohio station during freshet of Not>emher 

15-18, 1906. 
Rise: 

Float measurements — 

November 15, 16, 17 (8 measurements), height of water from 9.9 to 25.4 feet. 
Current meter measurements — . 

November 16 (1 complete set), height of water 19.4 feet. 
November 16, 80, 90, 100 feet from initial point; height 21.6 feet. 
Vertical velocity measurements — 

November 15, 90, 100 feet from initial point; height 10 feet. 
Nov. 16, 60, 70, 80, 90, 100 feet from initial point; height 20 to 23 feet. 
Fall: 

Float measurements — 

November 17, 18 (4 measurements), height 25.4 to 15.6 feet. 
Current meter measurements — 

November 17, 40 to 140 feet from initial point; height 24.8 feet. 
November 18, 170 to 290 feet from initial point; height 16.9 feet. 
November 20, height 12.2 feet. 
Vertical velocity measurements — 

November 17, 50 to 140 feet from initial point; height from 25 feet to 24 feet. 
November 18, 170 to 190 feet from initial point; height from 18.3 feet to 
15.3 feet. 

Exhibit B. 

Daily accumulated rainfall and daily rainfall from November 21 to December 5, 1906. 
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Cristobal - 

Accumulated... 

Dailv 

Alhajeula— 

Accumulated.., 

Daily , 

Gamboa — 

Accumulated.., 

Daily : 

Bas Obispo— 

Accumulated... 

Daily 

Bohio; 

Accumulated .. 

Daily 

Gatun' 

Accumulated ., 

Daily 

Brazos Brook: 

Accumulated . . 

Daily 

Empire: 

Accumulated .. 

Daily 

Camacho: 

Accumulated .. 

Daily 

Culebra: 

Accumulated.., 

Daily 

Rio Grande: 

Accumulated.., 

Daily 

La Boca: 

Accumulated.., 

Daily 

Ancon: 

Accumulated.., 

Daily 

Naos: 

Accumulated.., 

Daily 
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0.97 
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0.07 

0.78 
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0.21 

0.32 
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0.29 
0.15 

0.07 
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2.17 
1.13 

1.66 
0.59 

l.a5 
0.07 

1.01 
0.04 

0.93 
0.57 

1.98 
1.19 

1.59 
1.00 

0.63 
0.12 
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0.20 
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0.00 
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November — 
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December— 
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3.19 
0.03 

1.78 
0.00 

1.26 
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0.08 

1.46 
0.04 

1.61 
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1.56 
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3.79 
0.14 

3.78 
0.62 
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1.62 

3.57 
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0.22 0.33 0.28 

I 
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6.74 
1.78 
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1.64 
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1.87 

5.44 
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6.50 
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6.42 
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0.08 
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0.26 

2.41 
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0.08 
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3.28 
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0. 
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3.12 
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16.66 
0.14 
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12.95 
0.61 
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0.18 
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0.00 
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0.06 
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0.05 

12.54 
0.00 
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0.01' 

11.44 
0.04 

4.87 
0.00 
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0.22 

5.90 
0.00 
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Exhibit C. 

Mean discharges during whole offload period of December 1 to 6, 1906, 

Alhaiuela 424 cubic meters or 14,973 cubic foot-seconds 

Gamboa 496 cubic meters or 1 7,516 cubic foot-seconds 

Bohio 1 978 cubic meters or 34,537 cubic foot-seconds 

The discharge at Alhajuela was 85 per cent of that at Gamboa and 43 per cent oi 
that at Bohio. 
The discharge at Gamboa was 51 per cent of that at Bohio. 

Bihourly discharge estimates. 

ALHAJUELA STATION. 
1©06. 
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66 
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32.68 
3L74 
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186 
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29.83 
29.82 
29.82 
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64 


348.28 
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406.65 
33.88 
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360.91 
80.08 
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854.18 
29.51 


2,299 
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351.77 
29.31 
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156 



Maximum, 36.24. Discharge, 2,608 cubic meters, equals 92,100 cubic foot-seconds. 
Maximum in 48 hours, 1,005 cubic meters, equals 35,490 cubic foot-seconds. 
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investigation op panama canal mattees. 

Exhibit H. 

SUMMARY OF GREAT FT.OODS. 
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LIST OF WITNESSES. 

Page. 

Alfred Anderson 2969-3001 

Roberta. Lesley 3001-3030 

Richard L. Walker 3031-3058 

W. N. Cromwell , 3059-3207 

Correspondence concerning lock and dam site at Gatun 3209-3214 

R. R. Rogers 3215-3233 

Hon. W. H. Taft 3233-3243 

Documents 3243-3292 

3293 



INDEX TO VOLUME IV. 

A. 
Accounting detriment: Pa«e. 

Congolidation of oflSces facilitates payment of wages 3095 

Debts of Panama Railroad Ck>mpany, as to assumption of, by United 

States 2999,3000 

Starke, W. B., auditor on Isthmus, removed for misconduct 3094 

All work, inspector-general 2973,2985,2994 

American Cement Company 3001, 3002 

Appropriations, amount of 3215 

Arango, J. A., special agent, compensation for, on account of mission to 

Bogota 3166,3170,3171,3176 

Association of American Portland Cement Manufacturers: 

Argument in behalf of 3021-3025 

Represented by R. W. Lesley and Mr. Lober 3001 

Anderson, Alfred: 

Asked to furnish statement of purchases made by 2978-2982, 3001 

Assistant purchasing s^nt of Panama Railroad Company, Panama Rail- 
road ana Steamship Line, and Isthmian Canal Commission, at 24 State 

street. New York 2969,2978,2980,2993 

Business experience of 2969,3000,3001 

By whom appointed purchasing agent of Isthmian Canal Commission 2979 

Duties of 2970,2978-2980,2986,2989,2990 

Office of assistant purchasing agent of railroad and of Isthmian Canal Com- 
mission separated and conscHidated « 2980, 2982 

Resigned as assistant purchasing agent of Panama Railroad 2980 

Testimony of 2969-3001 

B. 

Bierd, W. G. : 

Superintendent of Panama Railroad Company 2971 

Has improved efficiency of railroad 3093 

Bishop, J. B., secretary of Isthmian Canal Commission: Letter of, concerning 
purchase of foreign cement ^ 3025 

Bo, M.: 

President of New Panama Canal Company 3152 

Certifies to extract of minutes concerning action of board of directors with 
reference to transfer of property to United States 3153, 3157 

Bonnardel, J., president of board of directors of New Panama Canal Company: 

Delayed on ocean .' 3156 

Letter of, to President of the United States, concerning statement regard- 
ing work done and money expended on canal, etc 3179 

Borings, correspondence concerning 3209-3214 

Bo vard ?Ca vier * 

Special agent to Bogota, etc 3166,3170 

Commercial agent of New Panama Canal Company . . . 3064, 3068, 3072, 3170, 3189 
Compensation allowed to, for diplomatic services in connection with 

Colombian Government 3166,3176 

Died in 1904 3170 

Director of Panama Railroad Company 3170 

Letter from, to Mr. Hay, requesting interview 3188 

Telegram from M. Hutm to, handed to Mr. Hay by 3189 

Writes Mr. Hay, January 20, 1900, advising date of stockholders' meeting . 3189 

Buildings: 

Machine shops being constructed at Cristobal 3088 

Storehouse constructed 3089 

3295 



3296 INDEX TO VOLUME IV. 

C. 

Canal: Pa««- 

Appropriation for building 3215 

Contract plan — 

Advantages to Government in contract plan 3229, 3250, 3251 

As to authority to enter into a contract which contemplates an ex- 
penditure in excess of $135,000,000 3215, 3216, 3233, 3240 

Amending of contract, when 3248, 3249 

Bond for fulfillment of contract 3266, 3267 

Breakwaters 3249,3259 

Bids, concerning terms of 3222,3223,3257 

Commissaries to be controlled by Commission 3244 

Contract explained 3233-3235 

Contractor's relation to the Government 3217, 3234, 3235 

Contractor pays no commission for use of plant 3245, 3259 

Contractor's compensation 3217, 3236-3238, 3245, 3247, 3248, 3254 

Contractor limited to work of actual construction 3244 

Contractor's liability 3217, 3218, 3220, 3224, 3238, 3239, 3254 

Contract — 

Cop^of formof 3258 

Decision of the chief engineer 3266 

Default by contractor 3264 

Definitions 3266 

Extra work 3259 

Final compensation 3262 

Functions reserved to the Commission ,. 3260 

Method of estimating cost and time of construction of the canal . 3263 

Obligations to be assumed by the contractor 3261 

Payments 3262 

Plant and facilities furnished by the Commission 3259 

Termination of contract when contractor is not in default 3265 

To be supplied by contractor 3258 

Dimensions of canal 3255 

Documents concerning contract plan 3232, 3241, 3242 

Employees — 

Supervision of, by Commission 3246 

To be taken over by contractor 3246 

Equipment to be turned over to contractor 3225-3227, 3244, 3245, 3259 

Estimated cost, concerning 3217, 3242, 3248 

Form of contract, arrived at how 3243, 3244, 3257-3267 

General instructions to bidders 3267 

General plan for construction of canal 3267, 3272 

Governmental functions to be controlled by Commission 3244, 3252 

Government's liability in personal injury cases 3218-3221, 3240, 3246 

Government protected from loss under the contract 3244, 3250 

Labor question moving the Commission to let the work by con- 
tract 3228,3229,3234 

Labor to be paid by contractor 3225, 3227 

Letter from R. R. Rogers, general counsel of the Isthmian Canal Com- 
mission, transmitting certain papers 3273 

Letter from W. H. Brown, transmitting certain papers 3274 

Liability of contractor, how decided 3239, 3240, 3249, 3256 

Liability of contractor for damage to plant 3246 

Materials and supplies to be furnished by Government 3244, 3245 

Mess houses may be operated by contractor, but without profit 3245 

No decision reached to contract for building dknal 3221-3233 

Obligation of contractor to abide by regulations of sanitary depart- 
ment 3246 

Panama Railroad to be used by contractor 3224, 3225 

Panama Railroad to be controlled by Commission 3244 

Payment of contractor 3247 

Personal injuries, less liability for, under Spanish law . . 3218, 3241, 3246, 3247 

Personal injury indemnification, cost of 3220, 3221, 3240, 3247 

Personal injurv — contractor assumes one- third liability 3246, 3247 

Percentage basis of letting contract 3254, 3255, 3281-3284 

Penalties imposed on contractor 3247, 3248, 3254 

Probable cost under 3216,3217,3233 
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Canal — Continued. Page. 

Contract plan — Continued. 

Proposal — invitation for, to complete the building of (copy) 3255-3257 

Basis of proposal 3255 

Bonds 3256,3257,3266 

Conditions 3258 

General directions to bidders 3256,3267 

General plan for construction 3267, 3272 

Information furnished by Commission 3256 

Qualification of bidders 3256 

Rejection of bids 3257 

Reasons for letting work by contract 3228-3234. 

3237, 3244, 3245, 3250, 3252, 3253 

Speedy completion of canal desirable 3247 

Stevens, J. F. , letter from, concerning contract plan 3278, 3280 

Subcontracts to be made only upon approval of Commission 3246 

Tools, small, to be furnished by contractor 3245 

Terminating contract..: 3249,3251,3255 

Union Construction Company — 

Concerning organization and standing of 3274, 3275 

Terms under which they will undertake construction of canal 3275-3278 
Value of material and equipment to be turned over to contractor. 3225, 3226 
Wages — 

Can not be reduced, except when 4246 

Interest of contractor to reduce 3231, 3235, 3236, 3250 

Culebra and Emperador cuts 3089,3184-3186 

Expenditure on 3216 

McArthur-Gillespie bid 3222-3224 

Oliver-Bangs bid 3222,3223 

Type of canal should be determined 3096 

Work of preparation well done 3096 

Canal Zone: 

Chief engineer's headquarters removed to Culebra 3095 

Civil service examining board on Isthmus 3091 

Commissaries, and operation of 3094 

Culebra cut, work in 3089,3184-3186 

Employees, recreation for 3091 

Food aud quarters 3086,3087,3094 

Freight: Agreement between Panama Railroad Company and Pacific Mail 

Steamship Company 3093 

Health conditions 3086 

Law and order 3090 

Marine barracks 3095 

Materials and supplies 3089 

New monetary arrangement 3092 

Offices consolidated ^ 3094 

Terminal, yard, and track facilities 3088 

Type of canal should be determined upon 3096 

Water supply 3085 

Working force 3090 

Cement: 

Advantages in buying American cement 3002, 3012, 3017, 3019, 3024 

American cement specified by War Department 3003, 3009 

American cement superior in quality 3003, 3015, 3017 

As to effect of earthquakes upon cement structures 301 7 

Photographs regarding above, requested 3017 

As to presence on Isthmus of materials to make cement 3019, 3020 

Bishop, J. B. , letter of, concerning foreign purchases of 3025 

Cheaper abroad 3003,3004,3021,3025 

Conditions regarding bids for, changed 3008 

Exportation and importation of 3009, 3029 

Extent of production in United States 3013, 3014, 3028 

Growth of cement industry 3008, 3015, 3016, 3026-3030 

Reasons for 3016 

How affected by damp, etc 3011, 3012 

Inspection and prompt delivery strong considerations in purchasing . 3002, 3012 
Inspection of, at place of manufacture and on Isthmus 3006, 3008, 3012, 3013 
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Cement — Ck)ntiiined. Pa^e- 

No duty on cement entering Canal Zone 3003, 3022 

Open-market purchases 3002, 3021 

I>iE»dvantages of 3021 

Portland cement described 3014, 3015 

Quality of home and foreign 3003,3016,3017,3022,3024 

Quantity needed for canal purposes unknown; more liable to be under- 
estimated than overestimated 3017 

Question of indurated clay being cement rock 3019 

Risk entailed in manufacturing cement on Isthmus 3019, 3020 

(See Freight ) 

(Se^ Lesley, Robert W. ) 

(See Transportation. ) 

Specifications discriminate in favor of foreign manufacturer 3004-3006, 

3009, 3018, 3022 

Si>ecification of American cement desired 3009, 3030 

Stipulation concerning 3020, 3021 

United States has an abundance of material to manufacture cement 3014 

Where purchased 2989 

Why shipped in small quantity 3011 

Chagres River flood report 3285-3292 

Civil service examining board on Isthmus 3091 

Coal: 

Competition for supply of 2998 

For Canal Commission secured from Panama Railroad Company 2997, 2998 

How and where secured 2996, 2997 

Purchasing agent does not procure ^ 2996, 2997 

Ships supplied with 2998 

Transportation of 3045 

Coins, Panamanian, returned to W. N. Cromwell 3134 

Colombian Government: 

Annual payment to, obviated by bond issue • 3067 

Concerning payment to, of 1225,000 annually 3032 

Concerning payment to, by Panama Railroad Company, on account of 

ditch to deep water from La Boca pier 3056 

Concessions to Panama, included in property sold by New Panama Canal 

Company to the United States 3137 

Cromwell, W. N., declines to state his action with respect to prolongation 

of concession by 3160 

Ministers of 3159 

Above did not invite Mr. W. N. Cromwell to participate in negotia- 
tions with United States Government 3160 

Molina, Dr. P. A., minister of finance 3182 

Recognizes title of New Panama Canal Company as successor to the old 

company 3178 

Colombian concession to Panama Canal Company — 

As it relates to La Boca shipping facilities 3166-3169 

Correspondence concerning prolongation of 3181-31 83 

Cromwell, W. M.— 

As to knowledge concerning 3059 

Has no knowledge of rolling stock purchased from old canal com- 
pany in 1893 3061 

Letter of Sullivan and Cromwell to Mr. Hay 3183 

Letter of Sullivan and Cromwell to the President of the United States. 3190 

Letter written by, to Mr. Hay, dated December 21, 1898 3059, 3183 

Letter written by, to Mr. Hay, dated November 28, 1898 3180 

Letter written b^, to Mr. Hay, dated December 5, 1898 3181 

Inclosure with above 3182 

Prolongation of concession not necessary but desirable 3181 

Refuses to divulge knowledge concerning 3060 

Telegram from, to Mr. Hay, dated December 5, 1898 3181 

Lands involved in La Boca terminals, etc 3161 

Mancini, A. , letter from, to Republic of Colombia 3182, 3183 

Payment to special agents, etc. , for services and expenses incident to adjust- 
ment of matters affecting La Boca terminals 3166, 3167, 3170, 3171 

Prolongation of, reque^d by Republic of Colombia 3182 

Result of extension of 3172,3178 

San Clemente, President of Colombia, signed prolongation of 3164 
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Commissaries: p^«^' 

Character of 2998,2999 

Concerning inspection of 2999 

Coupon b<X)ks issaed 3094 

Not always advertised for 2984, 2986 

To be controlled by the Commission 3244 

Value of, sent to Isthmus in 1906 2981 

Where secured w 2984 

Commissary department, Burnett, , manager of 2971 

Cristobal: 

Docks being constructed at 3088 

Machine shops being constructed at 3088 

Terminal yards being constructed at 3088 

Cromwell, W. N. : 

Ability to properly serve as counsel for Republic of Panama, Panama 

Canal Company, and Panama Railroad Company 3076, 3147 

As to knowledge of, concerning organization, etc., of New Panama Canal 

Company 3061-3063 

Became a director of the Panama Railroad Company on April 3, 1893, at 

request of other directors 3063,3064,3072 

Counsel for Republic of Panama without compensation 3076 

Connection of, with Hay-Herran treaty 3159 

Declines to answer hvpothetical questions 3060, 3061 

Had nothing to do witn making of contract between Pacific Mail Steam- 
ship Company and Panama Railroad Company 3070, 3071 

Aided in terminating above 3071 

Letter of, to Secretary Hay * 3180,3181 

Not an officer of Panama Railroad Company 3074 

Not a stockholder or director of Panama Railroad Company when rolling 

stock was bought from the Panama Canal Company 3100 

Panama coins returned to 3134 

Panama Railroad Company shares owned by, and why 3062-3064 

Panama Railroad Company shares held by, when last dividend de- 
clared 3118,3119,3143 

Panama Railroad Company shares purchased by, at the request of the 

President 3111,3112,3122-3130 

Panama Railroad Company shares purchased by, without authority of Gov- 
ernment 3112 

Refuses information concerning— 

A ^yment of $200,000 by the Panama Canal Company for profes- 
sional work done by, in the United States 3199 

Abandonment of supplementary claim of the New Panama Canal 

Company against the United States - 3076 

Discussion as to procedure with respect to declination of witness to 

answer the questions propounded to him 3194 

First work he did for the Panama Canal Company in America . . 3193, 3194 
His action in respect to the prolongation of the Colombian conces- 
sions to the Panama Canal Company 3160, 3161 

His alleged contract with the New Panama Canal Company for its 

Americanization 3200-3207 

His knowledge concerning the necessity for prolonging the conces- 
sions from Colombia 3161,3162,3173 

His salary as general counsel for the Panama Canal Company 3198 

Matters stated in communications to the President of the United States, 

etc. , respecting offer of the Panama Canal Company 3200 

Offers or propositions as counsel of the Panama Canal Company, other 
than those addressed to the President of the United States, the Sec- 
retary of State, etc 3200 

Part he took in n^otiations respecting transfer of the New Panama 

Canal Companj^'s property to the United States 3137, 3138 

Payment for services rendered the Panama Railroad in committees in 

Congress, etc 3200 

Principal work he did for the Panama Canal Company in America . . 3194 

Resolution requiring Mr. Cromwell to answer 3193 

Subject-matter of his letter to Secretary Hay, dated December 21, 

1898.... 3059,3060 

Whether he conducted any business for the Panama Canal Company 
in America 8194,3198 
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Cromwell, W. N. — Continued. Page. 

Refuses information concerning — 

What he did for or what he received from the Panama Oanal Com- 
pany 3198 

Will not answer hypothetical questions 3061 

States that he has told all concerning prolongation of Colombian conces- 
sions to Panama Canal Company that came within his relation to the 

railroad company 31 73 

States that the professional work done was not connected with the lobby- 
ing of measures through Congress in the interest of the Panama Rail- 
road Company 320o 

Stock of the Panama Railroad Company held by, to qualify himself and 

others as directors. Explanations concerning 3103-3106, 3115 

Delivered above to United States, when ? 3116-3118 

Culebra and Emperador cuts: 

Report of Messrs. Bertrand and Zurcher regarding 3186 

Strata encountered in, etc 3184, 3189 

Work in 3086 

D. 

Dams* 

Ciinton, Mass 3013 

Gatun. Borings for site 3209-3214 

Docks and wharves: 

Being constructed at Cristobal 3088 

• La Boca dock completed 3088 

Documents inserted in the record : 

Statement of material shipped to the Isthmus in 1905. 2980-2981 

Argument in behalf of the Association of American Cement Manufacturers 
in reference to purchase of American materials in construction of the 
Panama Canal 3021-3024 

Letter from Joseph Bucklin Bishop relative to foreign purchases of cement. 3025 

Letter from R. L. Walker, traffic manager of the Panama Railroad Com- 
pany, relative to change in freight rate on cement 3025, 3046 

Statistics on cement industry in America, by R. W. Lesley, vice-president 
of the American Society for Testing Materials 3026-3030 

Letter from Hon, P. C. Knox, Attorney-General, etc., dated March 10, 1904, 
to general counsel of the New Panama Canal Company, concerning com- 
pensation in addition to the $40,000,000 for work done on canal 3078 

Letter from the general counsel of the New Panama Canal Company, 
dated March 9, 1904, with reference to the claim for compensation 
beyond the $40,000,000 payment 3079 

Letter from Hon. W. H. Taft, Secretary of War, dated April 23, 1906, with 
report of the chairman of the Isthmian Canal Commission relative to his 
recent visit to the Isthmus 7 3085 

Agreement under which directors of the Panama Railroad Company held 

stock to enable them to qualify 3103, 3104 

. Letter from Acting Secretary Taylor, with copy of final account of William 
Nelson Cromwell, for purchases of stock of the Panama Railroad Com- 
pany 3122-3124 

Letter of Hon. W. H. Taft, Secretary of War, to Rear- Admiral John G. 
Walker, chairman of the Isthmian Canal Commission, relative to the 
acquirement of Panama Railroad stock by Mr. Cromwell 3124, 3125 

Letter from C. R. Edwards, Chief of Bureau of Insular Affairs, to Rear- 
Admiral J. G. Walker concerning Panama Railroad stock purchases by 
Mr. W. N. Cromwell and issuance to him of draft for the cost thereof. . 3125 

Letter of March 28, 1905, from Mr. W. N. Cromwell to Hon. W. H. Taft 
relative to purchase of Panama Railroad Company stock 3126, 3127 

Statement of account with Mr. Cromwell relative to Panama Railroad 
Company stock purchases 5127 

Letter from Secretary of War Taft to Mr. W. N. Cromwell concerning 
Panama Railroad stock purchases. , 3128 

Voucher in favor of W. N. Cromwell for $73,437.49 and receipt there- 
for 3128,3129 

Letter from W. H. Taft, Secretary of War, to Rear- Admiral J. G. Walker, 
U. S. Navy, directing issuance of a draft to W. N. Cromwell for cost and 
expenses in procuring Panama Railroad stock 3129 
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Documents inserted in the record — Continued. Page. 

Account of the United States with W. N. Cromwell in re Panama stock 

purchase 3129 

Letter from Secretary of War (dated January 16, 1905) to W. N. Cromwell 

authorizing him to purchase Panama Railroad stock 3129, 3130, 3136 

Bankers Trust Company's charge to W. N. Cromwell for services in pur- 
chasing Panama Railroad stock 3130 

Copy of circular letter sent by W. N. Cromwell to minority stockholders 
of the Panama Railroad Company giving terms upon which their stock 

would be purchased . . . : 3140, 3141 

Form of acceptance of stockholder of the offer for his stock 3 1 41 

Report of W.N. Cromwell to the Secretary of War respecting Panama 

stock purchases 3141, 3142 

Acknowledgment of above 3342 

Notice of declaration of dividend of 5 per cent on the Panama Railroad 

stock 3142 

Correspondence relative to power of attorney given W. N. Cromwell in 
matter of transfer of the New Panama Canal Company's property to the 

United States 3151-3153,3177-3191,3201-3206 

Letter from M. Hutin to Secretary of State asking for audience on March 

24, 1900 3153 

Communication from M. Hutin asking that legislation on canal matters be 

deferred until the Walker Commission shall have made its report 3155 

Letter from E. Drake, assistant to the president of the Panama Railroad 

Company, concerning statements furnished 31 73, 3174 

Statement of all payments by the Panama Railroad Company to the New 

Panama Canal Company from 1892 to May 7, 1904 3174 

Statement of account with the New Panama Canal Company for construc- 
tion of La Boca pier 31 74 

Statement of rolhng stock purchased from the liquidator of the Old 

Panama Canal Company 3175 

Statement of account agnmst New Panama Canal Company for building 

Culebra deviation 3175 

Statement of dividends paid on stock of the Panama Railroad Company 
formerly belonging to the Old Panama Canal Company, from March 28, 

1892, to May 7, 1904 3175,3176 

Statement of payments to railroad officials and counsel in respect to 
La Boca and other negotiations with Republic of Colombia from 1892 to 

May 7, 1904 3176,3177 

Americanization of Panama Canal, plan of 3201-3205 

Borings at Gatnn lock site and dam site — 

Letters between the Senate Committee on Interoceanic Canals and 

the Isthmian Canal Commission concerning 3209-3214 

Memorandum on form of contract adopted by the Commission for con- 
struction of the canal 3243-3251 

Letter from Mr. T. P. Shouts to the Secretary of War transmitting pro- 
posed invitation for bids 3252-3255 

Invitation for proposal to complete construction of canal 3255-3257 

Proposal to complete building of the canal 3257 

Bond on proposals 3257 

Form of contract 3258-3266 

Bond for fulfillment of contract 3266 

General instructions to bidders 3267 

General plan for construction of canal 3267-3272 

Letter from R. R. Rogers, general counsel of the Isthmian Canal Commis- 
sion, transmitting certain papers relative to the contract plan of building 

the canal 3273 

Union Construction Company proposal 3274-3278 

Letter from John F. Stevens, chief engineer, to Chairman Shouts, respect- 
ing letting of contract 3278-3280 

Memorandum relative to letting contract on percentage basis 3281-3284 

Papers relative to rainfall and floods of the Chagres River 3285-3292 

Drake, Edward A. : 

Authority of, concerning purchases 2974, 2975, 2977, 2983 

Statements by, placed in evidence 3165 
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E 

Earthquakes:' Pafire. 

Effect of, on cement structures ^ 3017 

Photographs showing above 3017 

Eight-hour law, operation of, on Zone 3227 

Electric plants, etc., material for 2987 

Employees: 

Demands of 3229,3230 

Efficiency of, improved 3090 

Food and quarters for 3086,3087,3094 

Health of 3253 

In purchasing department at New York 2993,2994,3000 

Recreation for 3091 

{See Feeding employees. ) 

Statement showing distribution of 3090 

Vacation of 3230 

Wages of — 

Compared with rates paid in United States 3228-3230 

Interest of contractor to reduce 3231 

Equipment: 

Received from the French and utilized 3226,3238 

To be turned over to contractor 3225-3227 

F. 
Famham, R. L. : 

Director of Panama Railroad Company 3074, 3075 

Salary paid to, by Sullivan and Cromwell 3075 

Stock holdings of, in Panama Railroad Company 3118, 3123 

How secured 3118 

Feeding employees: 

Cost of 3087 

Coupon tickets, use and abuse of 3094 

Efforts to induce laborers to partake of neces^ry food, both as to kind and 

quantity 3087 

Floods, documents concerning '. 3243 

Foodstuffs. (See Commissaries.) 
Freight: 

Agreement between Panama Railroad Company and Pacific Mail Steam- 
ship Company 3069-3071,3093 

Classification of 3049,3050 

Concerning movement of cement 3002 

Contracts K)r, between New York and Colon; made by whom 2995 

Congestion of, relieved by chartering tramp steamers, etc 3047, 3093 

Demurrage 3049 

On coal snipped to Isthmus during 1905 2981 

On lumber 2987,2988 

Rates— 

Across Isthmus compared with that proportion of a through rate. 3050, 3051 

Between Europe, New York, and Panama 3031, 3035, 3040 

By handling steamship business the Panama Railroad controls through 

rates , 3039 

Chan^ of, on cement without proper notice 3018, 3024, 3025, 3046 

Discrimination in favor of Panama Railroad Company 3039 

Effect of high rates on American cement industry 3003, 3004 

Existing rates for coffee traffic not attractive to steamship lines 3042 

Flat rate opposed by R. L. Walker for Panama Railroad 3052 

On freight charged by regular steamship lines and tramps 3048, 3049 

On cement, foreign and domestic 3007, 3008, 3010, 3018, 3022, 3024 

On Panama Railroad justified 3052,3053 

On spoil 3057 

Pooling arrangements 3071 

Reduction of, to get full cargo 3049 

{See Transportation. ) 

Shipments to Isthmus, how? 2985, 2986, 2995 

of coffee destined to Europe 3042 

Traffic department of Panama Railroad Company. {See Panama Rail- 
road Company. ) 



INDEX TO VOLUME IV. 3303 

G. 

Paga 

Gallagher, Maj. Hiigh J., appointed Alfred Anderson as assistant purchasing 

agent of Isthmian Canal Commission 2979 

Gatun, lock and dam site at 3209-3214 

Gold, use of, resorted to in payment of wages 3092 

Governor of Canal Zone, house of, in course of construction 3095 

Gutierrez & Escobar, attorneys, conipensation allowed to, on account of Colom- 
bian concessions 3166, 3171 

H. 
Health conditions: 

Cooperation of Republic of Panama in sanitary matters , 3086 

Improved 3086 

Houses: 

For governor, being constructed 3095 

Reserve accommodations for 3,000 laborers 3087 

Hutin, M., president of New Panama Canal Company: 

Letter from, to Mr. Hay, Secretary of State. 3151, 3153-3155, 3183 

(See New Panama Canal Company. ) 

Telegram of, to X. Boyard 3189 

I. ■ 

Indurated clay, analysis of, to determine if it is cement rock 3019 

International Technical Commission: 

Conclusions of 3179,3182,3183,3186,3188 

Personnel of 3178,3179 

Isthmian Canal Commission: 

Action by Congress looking to selection of a route other than Panama not 

desirable until report is made by 3191 

Complaints made to, concerning ruling upon method of shipping 

cement 3009,3010 

Examination by, of plans, etc., of New Panama Canal Company at Paris. 3190 
Investigation of canal matters by, facilitated by New Panama Canal Com- 
pany 3190 

Personnel of 3190 

Records of purchases for, kept in Washington 2991, 2992 

Surveys being made by 3190 

L. 
La Boca pier: 

Concerning payments bv Panama Railroad Company to Colombian Gov- 
ernment on account of 3056 

Dock completed at 3088 

Purchased by Panama Railroad Company 3055, 3056 

Ship channel and pier 3166,3167 

La Boca terminals: 

As they relate to Colombian concessions 3166-3169 

As to ownership of 3169 

Commission appointed at Panama to determine matters in controversy 
concerning, and Colombian Government allowed f 200, 000 in lieu of 

annual payment of $10,000 3171 

Lands involved in 3161 

Respecting proposed transfer of, by New Panama Canal Company to 

Panama Railroad Company 3161-3164 

Special agents, payment to, for services, etc 3166, 3167, 3170, 3171 

Statement of amounts charged to Panama Railroad Company for cost of 

constructing pier at La Boca 3174, 3176 

Statement of payments to railroad officials and counsel in relation to 
La Boca and other negotiations with Republic of Colombia from 1892 to 
1904— 

Arango,J. A 3176 

Boyard, X 3176 

Captains Bucknam and Brown 3176 

Payments to attorneys and agents of Panama Railroad Company resi- 
dent at Bogota — 

Gutierrez & Escobar, attorneys 3177 

Mancini, A., diplomatic agent 3177 
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Laborers: Page. 

Efficiency continues poor 3090 

Law as to Japanese or Chinese coolies 3227, 3228 

Law should not obstruct utilization of any kind of labor 3228 

To be paid finally by the Government, under contract plan 3225, 3227, 3231 

Why American laborers fail to go to the Isthmus 3228 

Lampre, Ed. M.: 

Certifies to extracts from minutes of board of directors regarding transfer 

of property to United States 3153 

Certifies letter to President of United States 3180 

Secretary-general of New Panama Canal Company 3153 

Leroy-Beauhen, M. Paul, president of a special commission appointed by the 
New Panama Canal Company 3179 

Lesley, Robert W.: 

Evidence of 3001-3020 

Papers submitted by 3021-3030 

President of American Cement Company 3001 

Requested to furnish committee with photographs, etc., concerning effect 
of earthquakes on cement structures 3017 

Lock site at Gatun 3209-3214 

Locomotives, value of, shipped to Isthmus in 1905 2981 

M. 

Mancini, A., diplomatic agent: 

Letter from, to Republic of Colombia, in reference to extension of the con- 
cession : 3182, 3183 

Official representative of canal company at Bogota 3171 

Salary and allowance to, account diplomatic agent of Panama Railroad 

Company at Bogota 3166,3171 

Marine barracks, proper location for, dependent upon decision as to type of 

canal 3095 , 3096 

Materials and supplies: 
Bids- 
Advertised for 2972,2973,2984 

Lowest not always accepted 2975,2976,2980. 

More than one generally received 2979 

Cement. {See Cement.) 
Coal. (See Coal.) 

Contracts submitted to Sullivan & Cromwell '. 2986, 2987 

Electrical material 2987 

Inspection of 2973-2977 

For Panama Railroad Steamship Line 2977 

Inspectors 2973,2974,2994 

Of lumber, how paid 2988 

Written reports made by 2977 

Iron, pig, where purchased 2995, 2996 

Lumber — 

Where purchased, etc 2987-2989, 2993 

Why purchased by New York office 2991 

Payment for, effected how 2975, 3090 

Requisitions from Isthmus, by whom made 2983, 2984 

{See Purchasing department. ) 

Specifications, where prepared 2973, 2985 

Stationery, where secured 2972 

System of handling, improved 3089, 3090 

To be secured where most advantageous 2979 

Where delivered 2976,2985,2986 

Monetary agreement 3092 

N. 
New Panama Canal Company; 

As to what comprised the property of, sold to the United States Govern- 
ment 3137 

Amount due Panama Railroad Company by, for Culebra deviation 3175 

Bo, M., president of 3152,3153,3157 

Board of management resigned 1 3188 

Bonnardel, J . , president of board ol directors, etc 3156, 3179 
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New Panama Canal Company — Continued. i*afe. 

Bought shares of the railroad company*s stock from the old Panama Canal 

Company 3062 

Boyard, Xavier — 

Coomiercial agent of 3064,3068,3072 

Compensation allowed account mission to Bogota 3i 66 

Cai)italof 3152 

Claim of, against the United States — 

Arbitrator was the President of the United States 3077, 3153 

Cromwell, W. N. , power of, concerning 3153, 3158 

Disposed of 3076,3077 

President's consent to act as arbitrator made known in letter from 

Attorney-General in answer to one from W. N. Cromwell 3078 

Copies of above letters 3078,3082 

Statement of claim in detail 3079-3082 

Submitted to the arbitration of Qie President of the United States in 

writing 3077,3082,3083,3153,3158 

Control of Panama Railroad by 3057,3058 

Cromwell, W. N.— 

Connection with negotiation for sale of property 3136-3138, 3147 

Does not know any American citizen to be a stockholder of 3132, 3133 

Extract from minutes of board of directors of New Panama Canal Com- 
pany delivered to State Department by 3152, 3157 

Granted power to Americanize 3201-3207 

Had nothing to do with transfer of railroad stock to. 3063 

Power of, in regard to transfer of property of, to the United 

States 3153,3157 

Question as to negotiating sale of property of 3136, 3137, 3147-3150 

Submits written proposal to President of United States respecting 

Canal Company's property 3187, 3188 

Was counsel for, in 1896 and 1903 3156,3157 

Date, etc., of offer to United States for sale of property of 3137, 3138, 3152 

Directors of 3152 

Directors of, have no official relations with the old company 3178 

Extract from minutes of board of directors of, concerning terms of 

transfer of property to the United States 3152, 3153, 3157 

(See Bonnardel also Boyard.) 

Has no mortgage or bonded indebtedness 3180 

Hutin, Maurice, president of — 

Delayed on ocean 3156,3180 

Letter of, to Mr. Hay, December 21, 1898.. 3183 

Letter of, to President of the United States 3186, 3187 

Note of, handed to Mr. Hay 3151,3153-3157 

Officers of 3152 

Panama Kailroad Company stock held by 3048 

Payments to, by Panama Kailroad Company for La Boca pier, etc 3056 

Power of, to remove directors of the Panama Railroad Company 3068 

Property of — 

Character of proposal for transfer of 3158 

Copies of correspondence concerning 3177-3191 

D^ription of 3175 

Documents regarding transfer of 3151-3155 

La Boca pier and ship channel 3166, 3167 

Respecting transfer of lands at La Boca, etc., to Panama Railroad 

Company 3161,3162,3166,3167 

{See La Boca terminals.) 

Statement concerning construction of canal 31 79, 3180, 3182, 3183 

Statement concerning Culebra and Emperador cuts 3184-3186 

Stock of Panama Railroad Company owned by 3168, 3169 

Stock ownership of, by whom 3000 

Title of, as successor to old company, recognized by Colombia 3178 

Was formed in October, 1894 3101,3178 

O. 
Old Panama Canal Companv; 

Amount due Panama ^ilroad Companv from, for reconstruction of wharf 

at Colon .' 3175 

Appointment of International Technical Commission 3178 
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Old Panama Canal Company — Continued. ^Bge. 

Boyard, Xavier, commercial agent of liquidator of 3063, 3064 

Cromwell, W. N.— 

Does not know an American citizen to be a stockholder in 3122, 3123 

Had no interest in 3138 

Interest in Panama Kailroad stock when majority thereof was con- 
trolled by 3138,3140 

Expenditure for construction 3178 

Panama Railroad Company stock formerly held by, and dividends paid 

thereon 31 75 

Rolling stock of, sold to Panama Railroad Company in 1893 3061, 3099, 3100 

Correction of testimony regarding date of aoove 3099 

Effect of sale of, incident to the interest owned -by, in Panama Rail- 
road Company 3100,3101 

Price of 3100,3103 

Statement of 3175 

P. 

Pacific Mail Steamship Company: 

Coffee trade of 3042 

Freight contracts with, and Panama Railroad Company 3069-3071, 3135 

Nature of above 3071,3072 

Rate war with, in 1901 3041 

Service of, unsatisfactory 3038 

Through traffic agreement with 3041, 3043 

Panama Canal Company of America: 

Incorporation of, September 27, 1899, under laws of New Jersey 3155 

Plan to Americanize the New Panama Canal Company under above 

name 3201-3207 

{See Colombian concession. ) 

Panama Government, payment of $25,000 per annum to 3033 

Panama Railroad Company: 

Anderson, Alfred, assistant purchasing agent of 2969, 2980 

Annual payment to Colombian Government obviated, how 3067 

As to control of, by New Panama Canal Company 3057, 3058 

Bankers Trust Company of New York 3117, 3130, 3140, 3142 

Bierd, W. G., superintendent of 2971,3093 

Bonded indebtedness of , in 1 893 3065, 3066 

Bondholders security 3037 

Bond issues of 3066,3067 

Coal for. {See Coal.) 

Continues to be an American company despite ownership by the Canal 

Company of France 3072 

Controversy" with the Panama Canal Company concluded April 18, 1906. . 3076 
Cost of operation is a consideration in percentage of through rates received 

by 3041 

Cromwell, W. N.— 

Became general counsel and member of executive committee of. . 3065, 3076 

Did not engage in lobbying for, in Congress 3200 

Elected director on April 3, 1893 3063 

Has no knowledge of market value of the stock of 3119 

Letter of, to minority stockholders, etc., regarding their holdings. 3140, 3141 

Not an officer of 3074 

Stock holdings of 3062, 3063, 3103-3106, 3115, 3138, 3143 

Stock of minority holdings authorized to be purchased . . 3136, 3140, 3145, 3146 

Cost of 3118,3119 

Number of shares held by, when last dividend was declared.^.. 3118, 

3119, 3143 
Stock purchased by — 

For United States, why high price was paid 3131-3134 

For United States, at request of the President 3111, 

3112, 3121-3130, 3140^146 

For United States, without authority of the Government 3112, 

3120^122 
Voucher in settlement with, for stock purchases'as above, etc... 3122, 3123 
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Panama Railroad Company — Continued. Page. 

Directors — 

Authority of Secretary of War to agree with directors concerning 

stock to enable them to qualify 3109 

Boyard, Xavier 3064, 3068, 3072,3170 

Concerning understanding of directors' future relationship to railroad 

at the time they surrendered stock to the United States 3110 

Cromwell, W. N 3064, 3072, 3109, 3123 

Date of option agreement to qualify directors 3112 

Drake, Edward A 3064, 3123 

Farnham, R. L 3074,3075,3083,3109,3123 

Legality of option agreement concerning stock 3109 

Obaldia, SefXor De 3075,3083,3123 

Option agreement regarding stock held to qualify as 3103, 

3104, 3105, 3108, 3112 

Policy of, how affected by Panama Canal Company 3068 

Power of New Panama Canal Company to remove 3068, 3069 

Qualification described 3104-3106,3110,3111 

Right of, to independent action 3073, 3075 

Simmons 3064,3123 

Tenure of, and how elected and removed 3058, 

3072, 3073, 3083, 3084, 3106-3108 

Dividends — 

Concerning a^eement to pay 3142-3146 

Not paid for eight years 3119 

Paid by 3113-3115,3142-3146 

Paid on stock used to enable ditBctors to qualify 3113 

Domination of Panama Canai Company over 3067, 3068, 3072, 3131 

Drake, Edwani A., assistant to president of Panama Railroad Company. . 2977 

Double tracking of 3089 

Earnings of, how disposed of 3054 

Equipment of, compared with modern cars 3034 

Equipment improved; will reduce transportation cost 3032, 3051, 3052, 3094 

Will reduce danger of freight congestion 3093 

Famham, R. L. {See Farnham. ) 

Franchiser tax a factor in cost of transportation 3032, 3033 

Freight. {See Freight and Transportation. ) 

General managers of 2970 

Indebtedneps of, to canal company for rolling stock 3100 

Inspecting engineer for 2973, 2985 

Lands — 

Transferred to, at La Boca, etc 3161,3162 

Why expenses concerning the transfer were charged to the railroad 

and not to the canal company 3172 

La Boca pier, etc., purchased by 3055, 3056 

Majority of stock of, held by Panama Canal Company 3048 

Material and supplies for. {See Material and Supplies. ) 

Minority stockholders 3132,3145 

Minutes of, not printed 3135 

Officers of, subject to removal by directors 3073 

Passenger and freight traffic increased on 3093, 3094 

Profits considerable from through billing arrangement 3047 

Purchases for. {See Purchasing department. ) 

Question of comparative cost of tranportation in United States and on Zone . 3036 

Records of purcnases for, kept in New York 2991, 2992 

Requisitions for material, etc., for, pass through the New York office 2983 

Rolling stock purchased in 1893 from old canal company 3061, 3099, 3100 

Correction r^arding dates of above 3099 

Cost of 3100,3103 

Effect of above purchase by reason of allied interests of canal and 

railroad companv. . ." 3100, 3101 

Why purchased of the canal company 3100,3102 

Spoil moved by , -• 3057 

Statement of gross earnings requested 3053, 3054 

Statement of payments by, to old and New Panama Canal Company from 

1892 to 1904, etc 3173-3177 

Statement of purchases for, in 1905 2980,2981 
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Panama Railroad Company — Continued. Tage. 

Stockholders' liability under charter 3037 

Stock of 3120-3134,3168 

Stock of, held by J. B. Manning 3121 

Stock of, owned by New Panama Canal Company 3168, 3169 

Stock of, proposed to be secured by condemnation 3120, 3122, 3126, 3136 

Stock value 3140 

To be controlled by Government under contract plan 3253 

To be used by contractor 3224,3225 

Traffic department of — 

Arrangement for through billing with other lines 3034-3038, 

3041-3043, 3046, 3047, 3069 

Definition of a ton in weight or by measure 3033 

Duties of traffic manager 2994,2995,3053 

Muir, John, a former manager 3032 

Volume of traffic across Isthmus 3043 

Walker, R. L., traffic manager 3003 

United States assuming debts of 2999,3000 

Liability of, under Panama Railroad contracts 3036 

Liability of, to bondholders 3036,3037 

Not mentioned in traffic agreements 3036 

Owns all the stock of 3073,3109,3110,3134 

Whaley, , former vice-president and general manager 3054, 3055 

Panama Railroad Steamship Line: 

As to transportation to Isthmus of materials, etc., by 2985, 2986, 3022 

Comparison of rates with those of tramp steamers 3048, 3049 

Division of earnings with railroad 3038 

Furnishing of ships for 2971 

Is the only line carrying freight between New York and San Francisco. . . 3038 

Regular schedules novf maintained 3093 

Walker, R. L., traffic manager 3003,3008,3032 

Purchasing department: 

Anderson, Alfred, assistant purchasing agent 2969, 2970, 2978, 2980, 2993 

Character and size of purchases made by 2972 

Consults with Mr. Drake 2974,2975 

Reports to Mr. Ross. ( See Anderson, Alfred ) 2974, 2975 

Tabulated statement of purchases made by 2978 

Boilers and pneumatic tools, where purchased 2998 

Employees, number, salary, etc 2993, 2994, 3000 

Inspector-general, all work 2973,2985,2994 

Materials and supplies. {See Materials and supplies.) 
Necessity for purchasing agent in New York and in Washington ex- 
plained 2990,2991,2992 

Ofnce of assistant purchasing agent of Panama Railroad and Canal Com- 
mission separated and consolidated 2980, 2982 

Purchases — 

Cement. i^See Cement. ) 
Commissaries, (^e Commissaries.) 

Contracts for, submitted to W. N. Cromwell 2986, 2987 

Drake, E. A., authority of, concerning purchases 2974, 2975, 2977, 2983 

For railroad and canal, how separated 2970, 2971 

For railroad, statement of amount and character of 2980, 2981 

For steamship lines, etc., in New York 2982 

How effected for Panama Railroad Company 2984 

(See Materials and supplies.) 

Statement of, for canal, requested 2978, 2981, 2982, 2990 

Supervision of, by Mr. Ross 2974, 2975, 2977, 2978, 2988 

Q. 
Quarantine, importance of enforcing 3086 

R. 

Report of Chagres River flood 3285-3292 

Republic of Panama : 

Cooperation of, in sanitary matters 3086 

Cromwell, W. N., counsel for 3075,3076,3147 

Merchants formerly privileged to accept coupons from Canal employees 
in exchange for foodstuffs 3094 
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Page. 

Rock, character of, at Gamboa, etc 3184^' 

Rogers, Richard R. : Testimony of 3215-3233 

Ross, D. W. : 

As to personal attention to purchases 2989 

Chanj^ conditions of bidding for cement 3008 

Extent of supervision of purchases, etc., at New York 2974, 2975, 2977, 2978 

General purchasing agent of Isthmian Canal Commission and Panama 

Railroad Company 2983 

Handles all requisitions from the Isthmus 2984, 2989 

S. 

Shonts, T. P., chairman Isthmian Canal Commission: 

Letter from, to Secretary of War, transmitting a proposed invitation for 
bids for building canal 3252-3255 

Report of, concerning conditions on the Isthmus 3085-3097 

Ships for Panama Railroad Company, furnishing of 2971 

Starke, W. B. , auditor on the Isthmus, removed for misconduct 3094 

Steamship lines, concerning participation of, in Isthmian traffic, etc . 3042-3044 

Steam shovels, capacity of, and number in service 3089 

Stevens, J. F., chief engineer: 

Headquarters removed to Culebra 3095 

Letter from, concerning letting of contract to build canal 3278-3280 

Surveys being made by Isthmian Canal Commission 3190 

T. 

Taft, W. H., Secretary of War: 

Letter from, to w. N. Cromwell authorizing him to purchase minority 

outstanding stock of Panama Railroad Company 3136, 3145 

Letter from, transmitting report of T. P. Shonts concerning conditions on 

the Isthmus 3075 

Copies of above 3085-3097 

Relative to statement of, that W. N. Cromwell negotiated sale of New 

Panama Canal Company's property to the United States 3147-3150 

Testimony of 3233-3243 

Tariff, none on cement entering Canal Zone 3003, 3022 

Ton, definition of 3033,3034,3046,3052,3053 

Trackage facilities being improved 3088, 3089 

Transportation : 

By ships to Isthmus — 

Competition 3042,3045,3046 

Regular lines ...v 3042,3043 

Tramps 3044,3045,3047 

Cement — 

If carried in large quantities by sailing* ships Americans could compete 

with foreigners 3009,3010,3018,3022 

Must be carried in steamships; effect of this requirement on cement 

business 3004-3009,3022 

Comparative cost of, in United States and on Canal Zone 3033 

Cost of, across Isthmus, and elements entering into. . 3032, 3033, 3051, 3052, 3094 

Of spoil to dumps, etc 3057 

Through billing arrangements with Panama Railroad Company 3034, 

3035, 3036, 3039, 3041, 3042, 3043, 3047 
Treaties * 

Between United States and Colombia, dated 1846 3187 

Cromwell, W. N. , connection with Hay-Herran 3159 

Regarding Hay-Herran 3152,3158,3159 

Tubby, W. G. , chief of division of materials and supplies 3089 

Type of canal, failure to decide retards certain preparatory and other 
work 3096,3097 

U. 

Unit prices, cost per cubic yard for material handled in March, 1906 3089 

UnitM States: 

Liability of, to bondholders of Panama Railroad Company 3036, 3037 

Liability of, under Panama Railroad Company contracts 3036 
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United States— Continued. P««e- 

Owns all the Panama Bailroad Company's stock 3073, 3100, 3110, 3134 

Relative to assumption by, of debts of the Panama Railroad Com- 
pany 2909,3000 

W. 

Wages: 

Change effected in basis of payment 3090 

Compsured with rate paid in United States 3228-3230 

Payment of, facilitated by changed arrangements ^ 3095 

Rates of 3090 

United States gold and currency used 3092 

Walker, R. L. : 

Business experience of 3031, 3032 

Changed freight rate on cement 3018, 3025 

Opposed to establishing a fiat rate on Panama Railroad Company 3052 

Traffic manager of Panama Railroad Company 3003, 3031 

Water supply: 

Colon district now furnished with free water by the Isthmian Canal Com- 
mission 3085 

Colon served by water trains as a precautionary measure 3086 

Location and capacity of reservoirs 3086 

Protracted dry season \ 3085 

Working force. {See Employees. ) 

Y. 
Yellow fever, eradicated 3086 

o 
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